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WHAT THE MERGER OF 


ARMCO STEEL AND 
NATIONAL SUPPLY MEANS TO 


The merger of The National Supply Com- 
pany into Armco Steel Corporation brings 
together two well-established companies 
whose facilities and markets are comple- 
mentary in the fullest sense. Each company 
will add to the strength of the other and 
thereby bring new and better products and 
services to industry at home and abroad. 


The effect of this alliance on the future of 
both companies and, indeed, on industry 
itself, will be of far-reaching importance. 


To begin with, Armco is known as the 
company ‘‘where new steels are born.” It is 
a leader in the field of steel research. For 
more than half a century, the many new 
kinds of steel and steel products developed 
by Armco have helped steel users in this 
country and overseas to reduce costs, in- 
crease efficiency, broaden markets. 


For its part, National Supply is one of the 
largest producers and distributors of oil field 
products. It serves the oil industry through 
a network of company-owned supply stores 
located in every major oil field in the United 
States, Canada and Venezuela. Its welded 
and seamless steel pipe, oil field machinery 
and equipment are known the world over. 


INDUSTRY AT HOME AND ABROAD 


Now, with the combined resources, re- 
search facilities and technical know-how of 
the two organizations, the opportunity to 
serve the customers of both becomes even 
greater. Many of the advantages to be de- 
rived from this integration will soon be 
apparent. However, the full benefit of the 
merger will not be attained immediateiy due 
to contract commitments. 


Customer relations will remain unchanged. 
The policies and principles that have so suc- 
cessfully guided both Armco Steel and 
National Supply in the past will not be 
altered by the merger. 


It is the sincere belief of the management 
that the wide scope of opportunity offered 
by the unification of these two already strong 
and successful companies will mean a new 
era of growth and progress. 


Cm 


R. L. Gray 


President, Armco Steel Corporation 


A. W. McKinney 
President, The National Supply Company 
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QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending June 
30, 1958: 


Class of Dividend 

Stock Per Share 
4.08% Cumulative Preferred . .$1.02 
4.18% Cumulative Preferred .. 1.045 
4.30% Cumulative Preferred .. 1.075 


5.05% Cumulative Preferred . . 1.2625 
$1.40 Dividend Preference .. .35 
COMMMOR cc ccc ccese 45 


All dividends are payable on or 
before June 30, 1958 to stock- 
holders of record May 29, 1958. 


F. Mitton LuDLOW 
Secretary 
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CROSSROADS OF THE EAST. 


: REGULAR 
QUARTERLY 
DIVIDEND 


: The Board of Directors has 
: declared this day 





















This is a regular quarterly 
dividend of 


25¢ Shane 


Payable on August 15, 1958 
: to holders of record at close 
: Of business July 18, 1958. 
Milton C. Baldridge 
Secretary 

June 5, 1958 


: THE COLUMBIA 


-GAS SYSTEM, INC. 





i COMMON STOCK DIVIDEND NO. 96 











E.1.bU PONT DE NEMOURS & COMPANY 


Wilmington, Del., May 19, 1958 


The Board of Directors has declared this 
day regular quarterly dividends of $1.121/2 
a share on the Preferred Stock—$4.50 
Series and 87'/2¢ a share on the Pre- 
ferred Stock—$3.50 Series, both pay 
able July 25, 1958, to stockholders of 
record at the close of business on July 
10, 1958; also $1.50 a share on the 
Common Stock as the second quarterly 
interim dividend for 1958, payable June 
14, 1958, to stockholders of record at 
the close of business on May 26, 1958. 


P. S. pu PONT, 3RD, Secretary 
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Foreign Afairs A ss 


The Trend of Events 


FRANCE TO THE RESCUE? .. . The ascendency to power 
of General Charles de Gaulle is bound to infuse the 
West with new strength. For in reinstating France 
to the position of a world power, his inspiration may 
turn the tide in the struggle with the Communists. 

This is the first time a strong uncompromising 
leader has come to the fore—one who is certain to 
make a determined effort to meet the challenge of 
communism both in Europe and Africa. And, more- 
over, to do so in a way that will bring a psychological 
resurgence of morale able to abolish the fear inspired 
by the widespread propaganda on the inevitability 
of Soviet world domination. 

His inspiration and forthright courage, too, can 
revitalize the trembling powers in the Middle East 
and the other areas of the world that are gradually 
being subdued by the Commies—and heip them to re- 
gain the confidence lost through Western vacil'ation 
which has thus far enabled the Kremlin to win one 
victory after another against the free world. 

It was noteworthy that in the face of the strong 
communist political influences in France, that the 
people believed General de Gaulle had the strength to 
prevent civil war! Powerful testimony to his charac- 
ter and integrity by a highly sophisticated citizenry. 
In fact, it seems General de 


Thus, as events are shaping up, the de Gaulle leader- 
ship can help to restore France to her former glory. 
It can mean a new renaissance for France as the 
head of a Commonwealth of Nations that would in- 
clude Algeria, Tunisia, Morocco, as well as other 
former French colonies who do not want communist 
domination, and who feared Nasser even before 
Syria’s disillusionment at her loss of rights under 
the United Arab Republic, became known. 

By a united front of national interests, General de 
Gaulle could once more return France to her position 
of strategic power on the European continent, for 
there is no other country in Western Europe, even 
including West Germany (who has been making such 
marvelous strides), that could match her under these 
circumstances. 

It was evident some drastic reform was bad!y 
needed in France, gradually distintegrating under a 
weak and unstable government. And de Gaulle seems 
to be the man of the hour. 

I believe we can greatly discount the supposition 
that once established, General Charles de Gaulle in 
power, would be a first step toward a communist 
coup, for we doubt that a man who loves his coun- 
try as much as he does, would be willing to submit her 

to communist domination—for 





Gaulle’s ascendency to power 
has long been a_behind-the- 
scenes maneuver of French 
leaders, trying to prevent the 
situation in Algeria from de- 
teriorating to a point that 
would deprive France of her 
interests in that part of the 
world, upon which her politi- 
cal position and economy de- 
pends so greatly. 


regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, 


the years since 1945 have 
clearly exposed Russia’s goal 
to break mankind to her will. 

To judge by the press, Mos- 
cow is finding the situation 
very disturbing—since for the 
first time a strong western 
leader has taken the initiative 
out of their hands, and they 
seem to be bewildered by this 
unaccustomed role. END 


don’t miss this 
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By ROBERT GUISE 


THE MEANING BEHIND AMERICA’S GOLD LOSSES 


INCE mid-February the United States has been 

losing gold at a rapid rate to foreign govern- 
ments and central banks. The outflow which aggre- 
gated about $1.1 billion by the end of May, has 
reduced the U.S. gold stock to $21.7 billion, the 
equivalent of the previous postwar low. This is the 
third major outflow of gold since the war. The first 
one, involving about $2.9 billion, took place after 
the outbreak of the Korean War, starting in Sep- 
tember 1949. The second postwar outflow began in 
August 1952, after we started to spend heavily on 
defense installations abroad, and involved the loss of 
about $1.7 billion. Between these periods of outflow 
we have recouped these losses, and one of the largest 
inflows of gold took place during 1956 and 1957, 
when we gained some one billion dollars. 

How serious is our present loss of gold? Thus far, 
we can well afford it provided that the rate of the 
loss does not continue over a long period. At the 
end of May, the legal minimum requirement of 25 
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per cent against the combined Federal Reserve note 
and deposit liabilities was about $11.4 billion. This 
means that we still had a “free” reserve of $10.3 
billion. 

On the other hand there were substantial claims 
against this “free” reserve. Foreign countries and 
central banks hold here about $8 billion in deposits 
and U.S. short-term Government securities, and 
foreign individuals and business firms have another 
$5.5 billion on deposit here which could be trans- 
ferred to central banks for conversion into gold. 

Foreign countries could, therefore, embarrass us 
a great deal if they should suddenly insist on con- 
verting their claims of $13.5 billion into gold. For- 
tunately the U.S. is not altogether defenseless in 
this respect. The Gold Act gives power to the See- 
retary of the Treasury to place a temporary em- 
bargo on gold sales if he thinks foreigners are 
attempting to convert all their claims into dollars. 

And we have other weapons too. There are due 
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us some iarge claims on which we could press for 
collection, such as the postponed British instaliments 
on their 1947 loan. Also, a revision in our foreign 
aid and defense spending abroad would probably 
quickly correct any deep gap in our international 
payments. 

An embargo on gold shipments would result in 
a discount on dollar sales in foreign markets. How- 
ever, even Dr. Franz Pick, an authority on foreign 
currencies—and a perennial Cassandra, regarding 
the future of the dollar—does not expect any em- 
bargo on gold shipments during the months ahead. 


Gold Outflow—Cause for Reflection 


The reasons for any substantial loss of gold should 
be a cause for reflection as to what may be wrong 
with our economy. 

One important 


market. The total of our foreign lending during the 
first quarter of 1958 may have been about $750 
million. All this has contributed to the outflow of 
gold. 

There is another perfectly plausible reason for 
foreign countries to convert the dollars they are 
accumulating into gold. In the case of Great Britain, 
for example, the percentage of gold in its over-ail 
reserves was unusually low during most of 1957. 
The British—and also the Dutch—are now restoring 
their gold-to-dollar ratios to a normal level. A sharp 
drop in short-term open market rates from 3 to 4 
per cent last summer to about one per cent more 
recently may also have created an incentive for 
foreign central banks to withdraw funds from the 
New York money market in the form of gold. 

So far, so good! But one must admit that some 
uneasiness regarding the dollar is developing abroad. 

The feeling ex- 
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their belts and adjusting their international accounts 
in order to replenish their reserves. This is true of 
Great Britain, Japan, India, the Netherlands, and 
many others. Our exports during the first quarter 
of 1958 were down to an annual rate of some $16.5 
billion, compared with an annual rate of some $20 
billion during the first quarter of 1957. 

But these countries must do more than build their 
reserves. During the 1956-57 boom, they borrowed 
heavily from the International Monetary Fund, and 
these loans will have to be repaid in two or three 
years. 

Concurrently with our decline in exports, our rate 
of spending for foreign aid, defense, and imports 
is about on a par with last year. Many countries 
such as Canada, South Africa, Australia, Italy, and 
the Belgian Congo—and even the World Bank—have 
been borrowing heavily in the New York money 


JUNE 7, 1958 


about the dollar, the world’s financial markets have 
been swept by rumors that the time has come for 
the devaluation of the dollar in terms of gold as an 
anti-recession measure. Even such eminent journals 
as the London Economist suggest such a devaluation 
as an easy way to solve the world’s ills, and it has 
even gone so far as to propose tripling the price of 
gold from $35 to $105 per ounce. 

The loss of the purchasing power of the dollar 
since the war—the chief argument employed by pro- 
ponents of raising the price of gold—has actually 
been no greater than the loss of purchasing power 
of currencies in most other countries. Only three 
countries, Switzerland, Germany, and Venezuela, 
show a smaller decline in the purchasing power of 
their currencies than does the United States. Tripling 
the price of gold at this point would merely aggra- 
vate world-wide (Please turn to page 346) 
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Impact Of Money 


Policy On Market 


The market is discounting recovery in business and profits well ahead of its likely develop- 


ment. By itself, easy money is not enough for a sustained general advance. Neither is the 


possibility of more long-term inflation. Most 


equities are amply priced on visible factors. 


Excess could take them higher, adding to the correction that will come. 


By A. T. 


Or, an over-all basis, the stock market has con- 
tinued to perform fairly well in the face of grave 
foreign developments and uncertainties, the drab 
medium-term business picture, sharply reduced cor- 
porate earnings in all recession-sensitive industries, 
and additional dividend cuts or omissions. 

The net movement was moderately upward over 
the past fortnyht, with short covering no doubt con- 
tributing to a mild surge late last week, as has often 
been so before a three-day weekend in periods where 


MILLER 


the outstanding short position was large. The utility 
list again edged up to a new bull-market high. Rails 
extended their trading-range recovery phase by a 
small margin. On Monday, June 2, news of De Gaulle’s 
ascension to power apparently struck traders as bull- 
ish and they pushed the Industrial Average to a new 
high for the recovery. However, stocks closed under 
the best levels of the day and the Rail Average ac- 
tually registered a decline. 


Little Net Gain In Four Months 
A considerable degree of bullish en- 





THE MARKET IS A TUG-OF-WAR 


PRODUCES THE FLUCTUATIONS’ THE MAGAZINE OF WALL STREET 1909 


MEASURING MARKET SUPPORT 


CONSTANTLY SHIFTING SUPPLY & DEMAND 


thusiasm was generated on April-May 
upswing of the averages—especially after 
it extended the recovery trend by a defi- 
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recovery from the low of last October, in 
a perlod of seven months, had been re- 
corded by the forepart of February. The 
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additional net rise to the best May clos- 
ing level was little over 1%. In the case 
of broader measures, including our 
weekly index of 300 issues, it has been 
better than that, but still by no means 
of dynamic scope. We remain convinced 
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that, on the basis of price-earnings ra- 
tios and yield factors, that the market 
in general is at a level of adequate-to- 
excessive valuation, especially in the case 
of myst cyclical-type stocks and even in 
that of some income stocks. 

On balance, officers and directors have 
been sellers of their companies’ shares 
throughout the first quarter and subse- 
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quently, according to all 
available reports and as in- 
dicated by secondary dis- 
tributions. They are influ- 


TREND INDICATORS 





YEARLY RANGE 1948-1957 
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enced decisively by what 
they know about prospects 
for sales, earnings and divi- 
dends. On the other hand, 
institutional fund managers 
have been constantly accu- 
mulating cash to employ 
somewhere or other; their 
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vestment comes down essen- 
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rates have meanwhile fallen 
sharply further. Allowing 
for reduced corporate new- 
capital financing over the rest of the year and for the 
redundant money supply, it seems likely that long- 
term bond yields will recede at least moderately 
further. Even so, the biggest part of the market’s rise 
that can be justified by monetary factors alone has 
no doubt already been seen. 

But sentiment “makes the market” to a far greater 
extent than the statistics ; and we have seen a soundly- 
founded rise in investment-grade stocks, with good 
earnings and secure dividends, fan out into increas- 
ing speculation in cyclical and lower-grade stocks. 
This is being rationalized by the familiar arguments: 
(1) business recession perhaps at or near bottom, 
some improvement ahead; (2) pressure of idle cash 
needing employment; (3) more inflation ahead. The 
degree to which shifts in sentiment can go defies fac- 
tual explanation; and at times baffles those who think 
hat stocks should be valued in fairly realistic rela- 
tion to earning power, dividends and yields. However, 
the fundamentals will prevail in due course, and can- 
not be defied for any long period. 


Moderate Range Or Extreme? 


Assuming that the industrial list recorded a bear- 
market low last October, as seems likely, it was the 
highest major bottom—in terms of price level, price- 
earnings ratios and yield factors—in all market his- 
tory. What does that mean in the present situation? 
It means these alternatives, so far as we can see: (1) 
a continuing selective trading-swing market within 
fairly moderate over-all limits; or (2) an increas- 
ingly unsound speculative rise to valuations suffi- 
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ciently extreme to dictate a sharp later sell-off regard- 
less of money-rate factors or some late-1958 business 
improvement. 

It may be that the low point in the gross national 
product was seen or approximated in the first quar- 
ter ; but this is a sluggish indicator, largely influenced 
by total consumer and governmental spending, the 
price level and rate of business inventory change. 
Whether up or down, its second-quarter and third- 
quarter levels are not likely to differ much from those 
of the first quarter. (Note our Business Trend Fore- 
caster.) 

Steel operations have improved moderately in re- 
cent weeks, probably reflecting some replenishment 
of low inventories, in advance of the expected boost 
in steel prices at or after mid-year. The downtrend 
in railroad carloadings has slackened. Trade improve- 
ment has been reported in textiles. New contracts for 
building showed a 4% year-to-year gain in Apr il, the 
first in some time. This could suggest nearby improve- 
ment in building volume—but wait and see. Outside 
of public works, and a slight upturn in private hous- 
ing, the building picture does not look bright to us. 
The automobile industry remains depressed and is 
likely to continue so—with extremely low third-quar- 
ter output indicated. 

There is no evidence yet of general improvement 
in manufacturers’ sales or orders; and the course of 
bank commercial loans implies continuing liquidation 
of business inventories, though the rate may have 
slowed. A generally aggressive stock buying policy 
cannot be recommended.—MONDAY, JUNE 2. 
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ie the middle of 1957, the American economy was 
fairly obviously in for a bout of the recurrent 
illness that plagues a free-enterprise business sys- 
tem. An unusually large number of indicators 
pointed toward the commencement of a third post- 
war recession—the eighth occasion since the first 
world war—and the only question for analysts ap- 
peared to be, how severe would the decline be, and 
how long would it last. 

As usual, there was much less agreement about 
the type, severity and duration of the coming re- 
cession than there was about the probability of a 
recession occurring. A large number of economists, 
unquestionably a majority, anticipated a decline of 
the mild, localized, rolling type experienced in 1949 
and 1954; this benign form of adjustment had, in 
fact, begun to qualify as the characteristic form of 
recession in the post-World-War-II economy. A 
small minority, on the other hand, foresaw a plung- 
ing, prolonged downward trend bordering on na- 
tional collapse, whose only parallel would be the 
holocaust of 1929-1933. 

Between tvese extremes, a respectable minority 
expected something substantially more severe than 
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What Floor 


Under the Recession? 


— Covering areas of buying power — stability — and 
vulnerability today —as compared with 1929 


BY HOWARD NICHOLSON 


either 1949 or 1954, much more broadly based, and 
probably more prolonged, but not approaching the 
disaster of the early 1930’s. 

To force all 1958 forecasts into one or another 
of these three molds of course does violence to many 
economists’ positions; the problem of forecasting so 
complicated and changeabie a system as the Ameri- 
can economic machine of the postwar era is wide 
enough to encompass an enormous range of opin- 
ion, assumption and attitude. But if we grant the 
broad classification, then we must grant something 
else as well. As of the end of May, 1958, the first 
of the three positions—namely, that the 1958 reces- 
sion will be as mild as its two postwar predecessors 
—has been thoroughly disproven already. The 
breadth, speed and duration of the decline in pro- 
duction, employment and percentages of industrial 
capacity engaged, already significantly exceeds either 
1949 or 1954. 

At the same time, the decline has not even ap- 
proached the severity of 1929-1932. Moreover, there 
is now some significant, if not compelling evidence, 
that the rate of decline has moderated. Indeed, it is 
not too much to say that in the second quarter of 
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— National Income 





— Purchasing Power of 
the Dollar 


— Personal Income* 


— Distribution of 
Income 


— Social Security 


— Unemployment 
— Individual Savings 
— Mortgage Debt 


{ — Installment Credit 
— Stock Market ** 


— Government Policy 
— Federal Spending 


— Federal Debt 


— Federal Taxes 
(including customs 
duties) 


— The Banking System 


— Money & Credit 


— Farm Prices 


COMPARING ECONOMIC POSITION 


1929 


. $87.8 billion 


1929= 100 (Consumer Prices) 


$85.8 billion 


Top 5% of income recipients 
received 33% of income 


Public—None 
Private pensions a rarity 


No protection 
$48.9 billion 


Short-term home mortgages 
and top-heavy debt led to 
widespread foreclosures 


$3.2 billion 


Stocks held for speculation 
on shoe-string margins. 
Brokers’ loans at $8.5 billion 
or 9.4% of the $86.9 billion 
value of all listed stocks 


A minimum of interference 
with the economy 


$3.3 billion or 3% of the 


national product 
$16.9 billion 
$4.0 billion 


Inadequate capital with 
disproportionate holdings 
of non-liquid assets. Result— 
An epidemic of bank failures 


Gold standard made for 
inflexibility of money and 
credit 


No protection 


IN 1929 WITH 1958 


1958 
$357 billion (estimated) 


Value of consumer dollar now 
at 60% of 1929 level. 


$341 billion 

More equitable income 
distribution buttresses 
purchasing power. 

Old-age assistance and 
pensions cushion the 

older citizens. 
Unemployment insurance 
$325 billion (estimated) 
Regular amortization of debt 
lightens the load. Government 
insurance protects lender. 
$33.0 billion (March) 

Stocks mostly held outright. 
Brokers’ loans at $2.2 billion 
are only 1% of today’s 
$202 billion market value 

of all listed stocks. 

Goal of full employment 

is the law of the land. 


$73 billion—to rise to $78 bil- 
lion or 19% of nat'l product. 


$275.0 billion (May) 
$72 billion (estimated) 


Strong capitalizations. Liquid. 
Federal guarantee of deposits 


up to $10,000. 


Federal Reserve has much 
greater power to adjust 
money and credit as needed. 





Supported by the government 


+ All dollar statistics must be appraised in 


*** Stocks today are held mainly for long-term 
/ terms of currency depreciation since 1929. 


investment as against the uninformed specula- 
* Personal Income today is not only much tion that characterized 1929. High capital gains 
higher than in 1929 but is more stable and more tax on stocks held for less than six months 
widely distributed. Unemployment insurance discourages rapid turnover. At the same time, it 


and welfare payments are available to tide over educes the floating supply of available securi- 
the unemployed and avoid destitution. Such pay- 


' : A : : ties (also responsible for unwarranted rise in 
' ments rise during recession, counter-balancing k a fai caliiatia li : h 

part of the drop in wages. Social security and *9C prices ). nstitutional investing as also 
private pensions provide for the older worker grown greatly in recent years to employ liquid 
who retires from employment. funds, and as protection against inflation. 
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1958 a clear pause in the recession has developed. 
This is not to say that it will go no farther; but it 
is not now behaving in the cumulative pattern of 
decline exhibited in the last quarter of 1957, or the 
first quarter of 1958. 

The question of which of the two more serious 
forecasts is correct is still very much open to ques- 
tion. If business in general were to level out at 
its present rate, the current recession would bear 
little resemblance to 1929. Howver, ther are many 
theoretical reasons for expecting that if it goes even 
a little further, it will be likely to go a lot further, 
and begin to develop similarities to the great de- 
pression of almost thirty years ago. 


What Is the True Picture? 


The current pause in the decline thus provides 
an opportunity to examine, as closely as our knowl- 
edge permits, whether the present structure of the 
business sector is such that a collapse of the 1929 
type is no longer possible. Is the “floor” under the 
economy—the firm bedrock through which recession 
cannot cut—much higher today than it was a quar- 
ter-century ago? Does the system any longer permit 
the kind of serial destruction of sector after sector, 
industry after industry, region after region that 
ocurred in 1931 and 1932? Or has the decline of 
the last eight months already reached an impervious 
layer of activity, through which recession cannot 
go? 
The writer’s answer to this question is that the 
current rate of business activity is almost as low 
as is possible given the current structure of the 
American economy. The reasons behind this con- 
clusion are presented herewith. They add up to a 
number of major changes in the kind and quality 
of the business system, from what it was in the 
early 1930’s, and the bulk of these changes have 
acted to desensitize it to the cumulative forces of 
recession, at least beyond a certain point. 

It should perhaps be noted, even before the list 
is unfurled, that the vast majority of these changes 
which have desensitized the system involve govern- 
ment action, or government policy, or government 
attitude, or government control of the private sector 


of the economy. In many instances, there may be 
a substantial social or human cost associated with 
such government intervention into the business sys- 
tem, and in some cases there is even a likelihood of 
an economic cost over the longer-run. (The writer 
would argue that there are very considerable longer- 
run economic costs involved.) But within the issues 
raised by the subject of this article, it would be 
difficult to maintain that the floor under the busi- 
ness cycle would be near its present level if it were 
not for the expanding role of government. 

In the first place, the mere size of the federal gov- 
ernment, augmented by the persistent growth of state 
governments, township governments, water dis- 
tricts, school districts, and such public authorities 
and corporations as are created for special purpeses, 
has swollen the participation of government to a 
record proportion of total economic activity. As of 
1958, governments will apparently preempt more 
than one fifth of total national output of goods and 
services. And they will preempt this amount—well 
in excess of $100 billion—regardless of whether 
their income will match or even approach their level 
of expenditure. This is, in fact, the essential reason 
why the presence of governments in the market 
place is a supporting influence on total business. 
Unlike the private corporation, or the private indi- 
vidual, the spending of governments is not directly 
related to income; and it does not depend on the 
maintaining of a structure of expectations with re- 
gard to the economic future. Because it does not 
seek profit, it is not engaged in the fierce private 
struggle to avoid costs; it does not speculate on the 
future of prices for what it buys, and hence does 
not engage in withdrawal from the market when 
prices appear to be weakening. 

Because of its nature, government—and we may 
from here on think largely in terms of the federal 
government—is immune to the characteristic incite- 
ments of the business cycle; it is not the sensitive, 
responsive economic entity that the consumer is, 
nor the planning, flexible, profit-conscious entity 
that is the private corporation. It is, accordingly, 
totally isolated from the business cycle; its spend- 
ing has no future consequences upon itself, and it 
accordingly has nothing to fear in the future from 
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its present behavior. It is a cycle-proof component 
of total national demand for goods and services, 
and its growth in relative importance simply means 
that a larger part of total activity is now sheltered 
from the winds of the business cycle. For this rea- 
son alone, the national economy is less sensitive, as 
a totality. 

In the second place, political pressures arising in 
two decades of depression and war have imbedded 
in the federal government a political responsibility 
that goes beyond its mere presence as a counter- 
weight to private recession. The federal government 
now engages in a substantial volume of direct con- 
tracyclical spending; that is, as its income goes 
down, it is now more (rather than less) likely to 
spend. To some degree this contracyclica] behavior 
is institutionalized, as in the unemployment com- 
pensation and social security programs, both of 
which tend to throw off more federal cash when 
business declines. But even outside the institution- 
alized forms, contra-cyclical spending is now a 
widely defended activity of the federal government. 
The government now can spend endlessly on road 
systems, and compel states to spend along with it 
by the partly coercive practice of “matching” pro- 
visions often written into spending bills. It can do 
the same for schools, if it wishes, and for other 
institutional structures; and it can engage in mas- 
sive international spending, for defense or non- 
defense purposes. Paradoxically, aid to foreign 
countries is highly stimulative to the domestic econ- 
omy; we are likely to give away more when we 
are not producing much ourselves, than when we 
are operating at full employment. 

Finally, apart from institutionalized and ad hoc 
contracyclical spending, government can work 
toward the same results through deliberate shrink- 
ing of its income via tax reductions. This is often 
a more palatable form of the same ssential end- 
purpose; to create a deliberate imbalance between 
federal spending and federal income, to act as a 
stimulant to the private sector. In fact, the identity 
of end that characterizes both contracyclical spend- 
ing and tax reduction is the single most illuminat- 
ing aspect of government behavior during recession ; 
it is designed to make the federal government add 
net debt formation to the demands generated by 
national income, and thereby add to total dollar 
demand for goods and services. If the private sector 
slows down, income generated in the private sector 
also slows; that is, production and the income flow 
are tightly linked together. It permits activity to go 
down, without a comparable decline in the dollar 
flow, and thereby builds a base for stabilization. 


Special Character of the Recession 


Whether or not we consider this desirable, the 
evidence is now very cogent indeed that it provides 
a floor against cumulative decline. In 1929-1932, 
without the assistance of much contra-cyclical 
spending, the decline in national income and spend- 
ing was just as great as the decline in production, 
on a percentage basis. Even by 1937-1938, this tight 
link had been loosened, and spending power went 
down only half as rapidly as production. In the 
three postwar recessions, the link has been loosened 
much farther; spending power has declined only 
fractionally, in the face of significant declines in 
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output. 

One should pause here to note a special character 
of recessions in the presence of contra-cyclical gov- 
ernment policy. The inventory aspect of the reces- 
sion is likely to become much more important, 
relatively, than other aspects; in all three postwar 
recessions, the federal government in fact has ab- 
sorbed the decline in income, and spending has held 
firmly while production has fallen. Result: very 
pronounced rates of inventory clearance. In 1929- 
1932, the very arch-type of depression, inventory 
liquidation never reached a rate even approaching 
the current $10-billion annual rate of inventory 
liquidation. 

A contra-cyclical federal deficit, induced by rising 
spending and falling tax receipts, is thus a first line 
of defense of the postwar economy. There are, of 
course, a large number of other very impressive 
structural changes—in the securities markets, in the 
banking system, and, perhaps most significantly, in 
the housing market, where financing has been 
largely socialized even though building has _ re- 
mained largely private. And in the farm sector a 
network of price supports has proven itself to be 
an effective, if costly, way of keeping the agri- 
cultural economy from acting as a magnifier of 
recessionary influences in the non-farm sector. 


1929 — and Today 


Analysts of the 1929-1932 depression have noted 
that it had several distinct phases. Starting with a 
securities market collapse, it worked its way into 
general recession. After about a year of broad do- 
mestic decline, international complications drove it 
down still further. Then financial involvements— 
the disastrous liquidation of private debt instru- 
ments in a search for liquidity, followed ultimately 
by collapse of the banking system—brought it to a 
still lower level. If this description is correct, then 
it is also relevant that neither the international 
complications nor the financial collapses of 1930- 
1932 appear at all likely under present conditions. 
Government control over the banking system per- 
mits it to flood it with liquidity as the need arises 
(it has recently been adding considerably to free 
bank reserves). Guarantees of deposits also act to 
reduce the urgency of the desire for liquidity that 
nomally accompanies recession, and private credi- 
tors are less obdurate when they can borrow from 
the banking system to meet their needs, rather than 
settle for a loss with a potentially insolvent debtor. 

This is another way of saying that government 
control now permits a much more flexible body of 
outstanding credit, less subject to collapse under 
the pressures of recession; much more readily ad- 
justable to need. It might be added that the Federal 
Reserve system is today more alert to the tools of 
monetary policy, and ready to use them. 

With this brief skeleton of hypothesis as back- 
ground, suppose one looks again at the current re- 
cession, and its probable course. While it is un- 
questionably more severe than its two postwar 
predecessors, much of the difference lies in the rate 
of inventory liquidation, now by far the fastest on 
record. We have noted that federal contra-cyclical 
policy tends to concentrate recessionary forces in 
the area of inventory liquidation. Other sectors are 
certainly involved— (Piease turn to page 348) 
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The HALLMARKS of 
GOOD MANAGEMENT 


— The Answer to Earnings-Dividend Outlook for 1958-59 
By JOSIAH PIERCE 


N THE final analysis, able and farsighted guidance 

is always the dominant factor in the success of 
any corporation. This is not to deny that difficulties 
must often be overcome that could not readily be 
foreseen, such as over-expansion or over-competition 
due to influences that cannot be readily controlled— 
or a general business recession that will adversely 
affect all enterprise. Nevertheless, you can count on 
the well managed company to weather the storm, be- 
cause it has taken the unforeseen into consideration 
in its planning, while companies with less fore- 
sighted management will feel the full force of the 
wind and the gale. Therefore, good management is 
disclosed by a company’s record and its preparation 
for the days ahead. 

In preceding issues, we have discussed the un- 
favorable first quarter reports of a number of com- 
panies, as well as the better showing of a relatively 
few industrial enterprises. As stated, adverse earn- 
ings of most companies were due, at least in part, 
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to inflexible costs, which in turn were largely the 
result of too rigid or rising wages. In many cases, 
competition or consumer resistance has prevented 
higher costs from being passed on through increased 
prices. Thus, instead of being able to reduce prices 
in order to open up volume markets, many com- 
panies were caught in the dilemma of holding the 
line on prices and cutting production down to the 
break-even point, as demand continued to diminish. 

However, other factors are serving to erode cor- 
porate earning power today. In seeking to fill con- 
sumer voids arising from World War II, a number 
of industries now find that they have over-expanded. 
In several industries, the consumer appears to have 
been over-sold, either through easy credit or by pro- 
motional pressure. This is particularly true of con- 
sumer durable goods, especially the automobile and 
appliance industries. 

These and other problems are being met by able 
and farsighted management. Preparation was made 
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ahead of time by keeping plant and equipment on a 
highly efficient operating basis. As a result of re- 
search, new products are being brought out, in line 
with technical advances and present consumer de- 
mand. Quality and value are being emphasized in 
these products. Thus, competition is being met and 
new demand is being created. 

In this article, we are reviewing and comparing 
the position of various companies, primarily from 
the point of view of management under today’s con- 
ditions and looking to the future, as it may unfold. 


Changing Trends in Two Leaders 


GENERAL ELECTRIC 


Sales % Net Earned Dividend 
(million) to Sales (per sh.) Paid 
1957—Ist Quarter $1,048 6.2% $.73 $0.50 
2nd ™ 1,072 5.9 73 0.50 
3rd - 1,047 5.2 .63 0.50 
4th > 1,166 5.5 74 0.50 
1958—Ist ” 965 5.1 56 0.50 


Working Capital — December 31, 1956 — $590,318,196 
December 31, 1957 — 618,624,837 


In our May 10th issue, we discussed the first 
quarter earnings report of General Electric, the 
leader in its industry. As stated an 8% decline in 
sales from a year ago resulted in a 23% drop in 
earnings. It is well known that earnings move up or 
down proportionately more than the increase or 
decrease in sales, in general corporate experience, 
due to the fact that some costs, such as overhead, are 
relatively inflexible. However, in the initial three 
months of this year, General Electric also experi- 
enced rising wage and material costs. Thus, the 
company is a prime example of the “cost-price” 
squeeze so widespread under existing conditions. 
Since our previous article, the chairman of the board 
of directors stated that their incoming orders in 
both March and April were well above the level of 
January and February. Also, despite first quarter 
earnings of only 56¢ per share, the regular 50¢ 
quarterly dividend has been declared recently, pay- 
able July 25th. The company has a long record of 
able management and outstanding growth in its 
field. It is strong financially. However, an improve- 
ment in earning power appears necessary to give 
stockholders full assurance as to the future dividend 
rate. Here is a case of a fine management under 
pressure of a general business recession and barely 
earning its dividend. 


WESTINGHOUSE ELECTRIC 


Sales % Net Earned Dividend 
(million) to Sales (per sh.) Paid 
1957—I1st Quarter $475 2.9% $.82 $0.50 
2nd 507 3.2 95 0.50 
3rd = 494 3.7 1.07 0.50 
4th - 531 4.4 1.35 0.50 
1958—Ist i 449 2.9 73 0.50 


Working Capital — December 31, 1956 — $687,243,033 
December 31, 1957 — 706,704,104 


Westinghouse Electric, the second leading com- 
pany in the industry, reported a 5.5% decrease in 
first quarter sales from a year ago, with earnings 
down 11%. This showing was more favorable rela- 
tively than the initial three months report of Gen- 
eral Eleetric, although the latter’s record over the 
longer term has been the best of the two companies. 
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Unlike the recent pick-up in new orders of General 
Electric, the president of Westinghouse stated re- 
cently that second quarter orders to date are show- 
ing no change from the first quarter. He added that 
the company is keeping a closer than normal control 
over costs, through close scrutiny of overhead ex- 
penses and an item-by-item review of its product 
line. However, he stated that wage costs will go up 
this fall under the union contract. Currently, the 
company is following an aggressive merchandising 
policy. It is the leading maker of nuclear propulsion 
equipment, and probably one of the few companies 
making a profit in the atomic energy field. First 
quarter earnings of 73¢ per share represent a rea- 
sonably good margin over the regular 50¢ quarterly 
dividend, at least at this time. The present manage- 
ment is able and alert. 


Aluminum Over-Expansion 


ALUMINUM CO. OF AMERICA 


Sales % Net Earned Dividend 
(million) to Sales (per sh.) Paid 
1957—1st Quarter $208 8.9% $.87 $0.30 
2nd ” 214 9.0 91 0.30 
3rd ” 232 9.2 1.01 0.30 
4th “4 213 7.5 75 0.30 
1958—Ist = 181 6.3 53 0.30 


Working Capital — December 31, 1956 — $189,630,821 
December 31, 1957 — 187,788,303 


Aluminum Co. of America, the dominant company 
in the domestic industry, showed a 13° decline in 
first quarter sales from a year ago, and a 39° drop 
in earnings. This is a rather drastic decline. The 
recent 2¢ per pound cut in the price of primary 
aluminum, to 24¢ per pound, was not a factor in 
first quarter profits, as it did not become effective 
until April 1st. The industry presents a good 
example of over-expansion. While there appears to 
be no reason to question the future growth in the 
use of aluminum, there is also no doubt that over- 
capacity exists in relation to demand. This is a re- 
sult of the large scale expansion in recent years in 
the industry and the entry of aggressive newcomers 
in the field. The company, recognizing the situation 
last year, revised its own expansion program. It 
stated that newly planned capital expenditures 
would be devoted primarily to cost-saving improve- 
ments and development of new products. Subsequent 
events have proved the wisdom of this decision. 
However, the full benefits are yet to be realized, as 
the sharp decline in first quarter earnings may be 
attributed, at least in great part, to rigid costs and 
expenses connected with readjustments in facilities. 
Earnings, in the initial three months, of 53¢ per 
share covered the 30¢ quarterly dividend by a satis- 
factory margin. The company is conservative in 
dividend payments and strong financially. The man- 
agement has an excellent record. 


KAISER ALUMINUM & CHEMICAL 


Sales % Net Earned Dividend 

(million) to Sales (per sh.) Paid 
1957—I1st Quarter $97 8.4% $.51 $0.225 
2nd 99 7.4 44 0.225 
3rd “ 99 6.8 a9 0.225 
4th ses 95 4.5 .23 0.225 
1958—Ist ™ 99 6.4 .37 0.225 


Working Capital — December 31, 1956 — $92,425,268 
December 31, 1957 — 80,241,625 





Kaser Aluminum & Chemical, one of the three 
major companies in the industry, reported a 2% 
increase in first quarter sales over a year ago, re- 
flecting the large gain in shipments to the Govern- 
ment stockpile. Notwithstanding the slight increase 
in total sales, earnings available for the common 


stock declined 28% from the initial three months 
of 1957—a drastic drop under the circumstances. 
This was due in part to the company’s heavy capi- 
talization in senior securities, which in turn arose 
from large sums spent on expansion in recent years. 
However, lower earnings were also due to price com- 
petition in fabricated products (as stated primary 
aluminum was not cut in price until April 1st.) and 
to pre-production costs of new facilities. The com- 
pany has cut back its output of primary metal, re- 
flecting reduced commercial demand and a dispute 
as to deliveries under Government contracts. While 
the first three months earnings of 37¢ per share 
covered the 22.5¢ quarterly dividend paid on May 
31st, there appears to be some question whether 
this will be the case in coming quarters of this year. 
In recent years, ingot and fabricating facilities have 
been greatly expanded, and large bauxite ore re- 
serves have been acquired. Thus, new facilities are 
becoming available at a time of over-capacity in the 
industry. The company started in the aluminum busi- 
ness in 1946 and thus the management has not had 
long experience and has tended to overreach in its 
expansion program. 


Diverse Profits in Building Materials 


U.S. GYPSUM 
Sales % Net Earned _ Dividend 
(million) to Sales (per sh.) Paid 
1957—1st Quarter $56 14.6% $1.01 $0.40 
2nd ” 64 16.4 1.31 0.60! 
3rd = 70 16.1 1.39 0.70! 
4th ” 59 14.6 1.07 1.05! 
1958—1st wae 56 13.5 94 .50 


December 31, 1956 — $83,039,656 
December 31, 1957 — 98,570,847 


Working Capital — 
1—Including extra 


U. S. Gypsum, by far the largest in its field, re- 
ported a decline of only 7% in first quarter earnings, 
from a year ago, with sales approximately the same 
for both periods. Considering competitive condi- 
tions and other factors, this was a most excellent 
showing and is indicative of top management. It 
was due in great part to the company’s strong basic 
position, inc:uding controlled mineral reserves and 
strategic location of plants, as well as to cost savings 
arising from plant improvements and more efficient 
facilities. In recent years, a soundly conceived ex- 
pansion program has been under way that has in- 
creased the company’s capacity above current 
demand. Despite this, its profit margin has been 
substantially maintained, indicating highly efficient 
operations. It is significant that expansion has been 
accomplished without financing and that the work- 
ing capital position is unusually strong. Thus, all 
factors tend to give evidence of able, alert and far- 
sighted management that has been successful in 
maintaining the company’s leading position and 
largely overcoming the difficulties of the business 
recession. The moderate 50¢ quarterly dividend is 
being earned by a good margin and was supple- 
mented by extras last vear. 
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NATIONAL GYPSUM 


Sales % Net Earned Dividend 
(million) to Sales (per sh.) Paid 
1957—1st Quarter $34 8.8% $.76 $.501 
aa | * 35 8.9 81 50 
3rd - 37 9.8 .93 .50 
4th - 34 8.2 66 .50 
1958—Ist = 31 6.5 .50 50! 


December 31, 1956 — $38,523,607 
December 31, 1957 — 40,570,377 


Working Capital — 


1_Plus stock 


National Gypsum, second in size in the industry, 
showed first quarter sales 8% lower than a year ago 
and a sharp decline of 34% in earnings. This repre- 
sented a continuation of the two year downward 
trend of profits, resulting from the decline in home 
building, rising costs, and expenses connected with 
the company’s large expansion program moving 
ahead somewhat too rapidly. In the first three 
months of this year, operations were at 60% of 
capacity. The chairman of the board of directors 
indicated recently that second quarter earnings will 
be somewhat above the 50¢ per share profit of the 
initial 1958 period. He stated that he expected an 
improvement in residential construction to result 
from more liberal credit terms. Prices of most of 
the company’s products remain firm, he stated, and 
at levels slightly higher than early 1957. National 
Gypsum has followed an ambitious policy of expan- 
sion in recent years and the principal benefits are 
yet to be realized. Acquisition of new raw material 
sources and increased plant capacity has involved 
common stock financing. Present earning power offers 
little protection for the 50¢ dividend, declared pay- 
able July 1st. Future developments must determine 
the success of the management’s longer term pro- 
gram. The severe decline in first quarter earnings on 
only a moderate loss in sales, indicates that manage- 
ment has not yet succeeded in adjusting to today’s 
conditions. 


Contrasting Chemical Results 


AMERICAN CYANAMID 


Sales % Net Earned* Dividend 
(million) to Sales (per sh.) Paid* 
1957—1st Quarter $132 98% $.61 $0.375 
2nd” 127 8.3 49 0.375 
3rd - 133 9.8 .62 0.375 
4th ait 140 10.3 .69 0.475! 
1958—Ist ” 132 9.3 58 0.40 


Working Capital — December 31, 1956 — $202,853,106 
December 31, 1957 — 168,549,990 
*—Adjusted for July 1957 100% Stk. Div. 1_Includes Spec. Div. 


American Cyanamid, an important factor in both 
the chemical and drug industries, reported a slight 
decline of 5% in first quarter earnings from a year 
ago. Total sales were approximately the same as in 
the initial 1957 period, with the drug division 
(Lederle Laboratories) representing about the same 
proportion. This division has lent diversification to 
the company’s business and has contributed im- 
portantly to its relatively favorable trend of earn- 
ings, compared with a number of leading chemical 
concerns. At the recent annual meeting, an official 
stated that profits for the year 1958 were expected 
to run between $2.00 and $2.50 per share, as against 
$2.42 reported for last year, after adjustment for 
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the 2 for 1 stock split of July 1957. The $1.60 annual 
dividend appears to be covered by a reasonably safe 
margin, considering the stability of earning power. 
Over the years, the management has proved to be 
farsighted in diversifying the company’s activities 
and in introducing new products. This has been the 
basic element in its suceess. 


MONSANTO CHEMICAL 


Sales % Net Earned Dividend 
(million) to Sales (per sh.) Paid 
1957—1st Quarter $151 4.7% $.54 $0.25 
2nd” 145 7.3 .50 0.25 
3rd ” 139 49 41 0.25 

4th ai 130 5.0 .24 0.25! 
1958—Ist ” 127 7.6 .27 0.25 


Working Capital — December 31, 1956 — $127,065,645 
March 31, 1958 — 138,544,780 
1_Plus stock 


Monsanto Chemical, a leading unit in the industry, 
reported a terrific drop of 50% in first quarter earn- 
ings from a year ago, on a decline of only 16%. 
The management stated that sales were below ex- 
pectations, particularly in plastics and agricultural 
chemicals. Indications point to especially keen 
competition in these products. The Lion Oil divi- 
sion doubtless contributed to the poor first quarter 
showing, as petroleum supplies have recently ex- 
ceeded demand. The figures mentioned exclude 
operations of Chemstrand Corp., in which Monsanto 
has a 50% interest. The recent adverse report has 
followed a two-year decline in earnings, which dated 
back to a number of difficulties, including problems 
in plastic and fiber production and poor markets for 
agricultural chemicals. Despite earnings of only 27¢ 
per share in the first quarter, the regular 25¢ quar- 
terly dividend has been declared payable June 16th. 
Until recent years, the record of the management 
has been extremely good. To what extent the inspira- 
tion and drive of Mr. Queeny, and his experience 
in boom and depression, war and peace, is being 
missed will be indicated in future developments. 


An Outstanding Growth Industry 
INTERNATIONAL BUSINESS MACHINES 


Sales % Net Earned Dividend 
(million) to Sales (per sh.) Paid 
1957—Ist Quarter $215 8.6% $1.58 $.50 
2nd 241 8.8 1.80 .60 
3rd = 248 9.0 1.88 .60 
4th . 296 9.7 2.27 60 
1958—Ist - 267 8.7 1.98 65! 
Working Capital — December 31, 1956 — $124,224,661 
December 31, 1957 — 294,744,740 
(Adjusted for May 1957 2-for-1 stk. split) 1_Plus stock 


International Business Machines continued its 
almost unbroken record of growth through the first 
quarter of this year, despite the business recession. 
Income from sales, rentals and services was 24% 
higher than a year ago, and earnings increased 25% 
on a per share basis (adjusted to the present stock 
outstanding). However, incoming orders have de- 
clined since the peak sales month of last August, but 
this has not been reflected in sales to date, due to 
the large backlog of unfilled orders and the fact 
that rentals represent some two-thirds of total reve- 
nues, lending considerable stability to the business. 
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The company not only dominates the office equip- 
ment field, but has an increasingly important posi- 
tion in electronic devices for industrial and military 
use. At a time of high wage costs, it has the advan- 
tage of offering labor-saving machines. The greater 
part of earnings is spent on research and develop- 
ment of new products, in accordance with the plans 
evolved by Mr. and Mrs. Thomas Watson, founders 
of the company. 


BURROUGHS CORPORATION 


Sales % Net Earned Dividend 
(million) to Sales (per sh.) Paid 
1957—Ist Quarter $68 4.7% $.53 $0.25 
ie 68 3.7 43 0.25 
3rd = 68 1.3 14 0.25 
4th = 76 4.4 .56 0.25 
1958—Ist - 68 1.6 .18 0.25 


Working Capital — December 31, 1956 — $91,078,670 
December 31, 1957 — 91,331,029 


Burroughs Corp., the fourth largest manufacturer 
ef business machines, showed a drastic decline of 
66% in first quarter earnings, from a year ago, not- 
withstanding the fact that there was approximately 
no change in dollar sales. The downward trend of 
profits, that started in the second quarter of 1957, 
thus continued through the initial period of this 
year. This adverse trend has been due to expenses 
connected with the development and introduction of 
new products, as well as higher costs of wages and 
materials. The company recently completed the 
greater part of a large expansion program. How- 
ever, while the backlog of unfilled orders indicates 
a continuing high level of sales, over-all development 
expenses appear likely to hold down profits over the 
nearer term. The company has an important position 
in military products and electronic data processing 
equipment. Notwithstanding recent progress in elec- 
tronics, it made a relatively slow start in this field. 
The regular 25¢ quarterly dividend has been de- 
clared payable July 21st, despite earnings of only 
18¢ per share in the first quarter of this year. Con- 
tinuation of this rate of dividend payments is not 
well assured under the circumstances. The manage- 
ment has not yet succeeded in meeting all the prob- 
lems that today’s conditions present. 


Concluding Remarks 


We have reviewed the various companies from the 
viewpoint of their record under their current man- 
agements, and as a gauge to the elements that are 
responsible for the success in corporate enterprise 
in general—the original planning—the type of leader- 
ship that sets the pace for a company. This, plus 
the way that today’s problems under genera! reces- 
sion—rigid cost-price structures—competition, etc., 
have been met in each instance. But the reader must 
realize that the situation varies widely between in- 
dustries, and even individual companies, and also 
that it is seldom possible, in fairness, to reach hard 
and fast conclusions as to the quality of management 
today, in the light of the various revolutionary 
changes that have taken place in the post-war period, 
and especially during 1957 and thus far in 1958. But 
what we have done we believe will show readers that 
the answer to a company’s position today is to be 
found in its sales, earnings and dividend rec- 
ord. —END 
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the COST of LABOR PEACE 
in the STEEL INDUSTRY 


By H. F. TRAVIS 


here is no precedent for the situation which faces 

the steel industry—and U.S. Steel in particular, 
in early July. For on July 1st next, wage rates will 
go up approximately $0.20 an hour, which will in- 
crease steelmaking costs about $4.00 a ton. Then, 
with the industry’s capacity the largest ever, and 
operations lolling along at the lowest level in many 
years, the steel industry must decide whether or not 
it will raise steel prices, and if so, how much. 

U.S. Steel, long the favorite target of ambitious 
politicians and _ publicity-conscious labor leaders, 
must make the decision—alone and unaided. And at 
first glance, it would not seem to make economic 
sense to raise steel prices when demand for steel is 
way down. Consequently, if U.S. Steel does raise 
steel prices to offset the wage increases it must meet, 
a hue and cry will arise for which there is also little 
precedent. 

The situation is indeed worth a second glance, this 
time a searching and careful one. It becomes much 
clearer if we first ask the question . . . what would 


happen if U.S. Steel does not raise steel prices to 
meet higher wage costs, but rather asks its own 
stockholders to absorb them instead of passing them 
on to steel consumers. 

And make no mistake about one thing. U.S. Steel 
could do just that, if it had to, and still stay in busi- 
ness. But what about the other twenty-nine steel 
companies which produce almost two-thirds of the 
country’s steel, and employ almost two-thirds of the 
dues-paying members of The United Steelworkers 
Union? Indeed, there is the question. 

Such a question can not be answered to the letter 

. to the penny. But the answer can at least be in- 
dicated in no unmistakable terms. To do this we 
have made a relatively simple yet revealing com- 
parison. 

In Table I. we have shown the operating profits, 
overhead and property charges, pretax profits, and 
net profits per ton of steel shipped by U.S. Steel, 
Bethlehem and Republic in 1957. Below this we have 
shown the same data for three relatively small steel 
companies — Pittsburgh Steel, Detroit Steel, and 
Sharon Steel. 
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We use the phrase “relatively small’ because 
there is no such thing as a really small steel com- 
pany. It’s just not that kind of a business. Thus the 
small companies (relatively that is) employed over 
20,000 members of the U.S.W., shipped over 2.5 mil- 
lion tons of steel, grossed over $416 million in 1957, 
and have over 22,000 shareholders. By contrast, U.S. 
Steel, a really big steel company, employed about 
250,000 members of the U.S.W., shipped 23.4 million 
tons of finished steel, grossed $4.4 billion in 1957, 
and has over 266,000 shareholders. 

Turning now to Table I, it will be noted that U.S. 
Steel’s operating profits per ton were about 30% 
larger than those of its largest and strongest com- 
petitors, and almost three times as large as those of 
the three small competitors we have selected. 

The first thing that stands out is that U.S. Steel 
could if it had to, absorb increases of $4.00 a ton 
in steel making costs, and still make money. But 
when we consider the operating profits per ton of 
the three smaller companies, it is apparent that an 
increase of $4.00 a ton will hurt them badly. 

To fully realize how critical it might be for the 
small companies we must next look at Col. 2, over- 
head costs per ton. Since demand for steel has de- 
clined, total 


price increases, then operating results of these com- 
panies will become materially worse . .. perhaps the 
poorest in years. And what is bad for these companies 
is not just bad for their 22,000 stockholders, but also 
for the 20,000 or more U.S.W. members who already 
are on short work weeks or being laid off. 

These small companies would raise prices if they 
could. But unless U.S. Steel and other competitors 
went along, it would simply mean the small companies 
would lose more volume and go even deeper in the red. 

But before going on to the question of whether U.S. 
Steel will raise prices in July, it is well to recall that 
the steel industry has just gone through what can be 
described as a rather pointed, and also pointless Con- 
gressional investigation of steel prices and competi- 
tion in the steel industry. With the country in an 
industrial depression and the steel industry itself op- 
erating at about 60% of capacity, we are almost 
certain to hear it demanded from important quarters 
that U.S. Steel lower prices, not raise them. 

Reducing steel prices would increase consumption 
of steel, it will be argued, thus bringing about a higher 
level of steel operations. Moreover, it would also help 
the country’s economy and put real competition back 
into the steel business. This line of argument sounds 

so logical — so 
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U. S. Steel 


current year — woe 
In this eon Bethlehem Steel 34.22 8.74 
4 My Republic Steel 33.90 6.77 
nection it should é 

Pittsburgh Steel 14.90 8.17 

be observed that 
Sharon Steel 12.61 5.18 

total overhead 


Detroit Steel 19.18 9.42 
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panies will de- 
cline in 1958 be- 
cause of lower accelerated amortization allowances. 
However, because of reduced shipments of finished 
steel, it is still true that overhead costs per ton will 
increase. 

One premise that we can accept with absolute as- 
surance is that if steelmaking costs per ton go up, 
and overhead costs per ton also go up, then the steel 
industry, and all but the top drawer steel companies 
are headed for trouble . . . serious trouble. 

And that is just what will happen when steel-mak- 
ing costs go up $4.00 a ton next July, unless U.S. Steel 
raises steel prices correspondingly It can be argued 
that a sudden upturn in demand would let the little 
steel companies out of the trap... a steel trap, one 
might add. But such an upturn does not seem to be in 
the cards, and this is not really an answer at all. 

A brief glance at the first quarter reports of the 
three small companies used in our Table I. will dispel 
any doubts about what will happen. For the first 
quarter of 1958 Pittsburgh, Detroit, and Sharon re- 
ported a combined net loss of $1,555,572. 

It seems a quite reasonable premise that if costs 
go up $4.00 a ton next July without compensating 
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ton also going 
up, U.S. Steel 
should begin to compete for volume by cutting steel 
prices $10.00 a ton or more. 

That would do it. If U.S. Steel did that, it might 
drive close to one-fourth the steel industry out of 
business within a short time and cripple the rest. 

Lower steel prices? That would not be just com- 
petition. That would be murder. And among the first 
victims would be the U.S.W., about 60% of whose 
employees are hired by steel companies other than 
U.S. Steel. 

Who would be the winner? U.S. Steel of course. 
They have massive and efficient plants located all 
over the country. Their plants too are operating be- 
low capacity, and volume is just as important to them 
as to smaller steel companies. U.S. Steel could in- 
crease its share of the steel business by simply crush- 
ing the small competitors and hamstringing the rest. 

And if they did, their share of the steel business 
would go up steadily, and they would be faced with 
another antitrust suit. 

Fortunately for other steel companies, and, we 
think, for the country, U.S. (Please turn to page 346) 
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Inside 
Washington 








JESSE WOLCOTT, a member of the House Banking 
and Currency Committee for many years before 
President Eisenhower drafted him into the Chair- 
manship of the Federal Deposit Insurance Corpo- 
ration, appears to have convinced his former Con- 
gressional colleagues that a suggested type of FDIC 
budgetary control would be meddlesome and harm- 
ful. Since the Agency was created in 1933, Congress 
has rejected proposals to subordinate the Corpora- 
tion to the Federal Reserve System or to the Treas- 
ury. Now it is urged that budget review, control, 





WASHINGTON SEES: 


A series of events coming in swift sequence has 
knocked down roadblocks standing between Rich- 
ard Nixon and the Republican Presidential nomi- 
nation, increasing his chance of heading the 1960 
ticket and of carrying on from there. None but a 
blind partisan would say the GOP nomination is 
a ticket of admission to the White House. That 
suggestion overlooks the polls, the results of 
recent local elections, and other elements that 
might be added to cloud the party outlook. 

On the other hand, the national election is 
more than two full years away. Business may not 
recover sufficiently to save the republicans from 
ballot box casualties next November, but the 
Recession of 1958 is pretty certain to be a foot- 
note in history by 1960. There are signs of real 
improvement on the farm front—economically and 
temperamentally and the democrats cannot hope 
to win nationally without Farm State support. 

All things considered, events of recent weeks 
illustrate Nixon’s prospects more than they could 
in normal times. The Vice President's trip south of 
the border had unfortunate aspects but it set 
Nixon up as a national idol in a sense; certainly 
he is looked upon as the best informed man in 
an area of foreign policy which needs attention 
—now. A few days after his return, Pennsylvania 
squelched Harold Stassen of “Stop Nixon!” fame. 
Then Senator W. R. Knowland read the handwrit- 
ing, came out shouting: “Nixon, all the way!” 
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By “VERITAS” 


and limitation of the FDIC be placed in the Bureau 
of the Budget. Wolcott went to Capitol Hill to ex- 
plain why this should not be done. 


AUTHORITY which FDIC has to borrow Government 
funds is the basis on which the strictures were sug- 
gested. But Chairman Wolcott, who was one of the 
draftsmen of the FDIC Act and who was instru- 
mental in knocking down attempts by other agencies 
to absorb it, rebutted: The Agency already is sub- 
ject to General Accountancy Audit; and the close 
scrutiny of the assessed insured banks; it is impos- 
sible to predict one year in advance how many banks 
will fail, how great FDIC’s disbursement must be; 
if insufficient funds were budgeted, the Corporation 
could not function; if unusually large amounts were 
voted, resulting publicity might undermine confid- 
ence in the banks. 


FALLACY of the notion that substantially everybody 
pays Federal income tax and that Congress would 
give immediate relief to all if the rates were cut 
or collections were delayed, is clear in Internal 
Revenue Statistics being compiled on the basis of this 
year’s business. They will show that 60 million re- 
turns will be filed and one-fifth will reflect no Fed- 
eral tax liability. That reduces the number of tax- 
paying returns to 48 million. Unless a saving of 
$1-$2 a week is considered a means for defeating 
recession, the whole idea may be abandoned: a 10 
per cent income tax cut would give that much, or 
less, to one-half the reporting taxpayers; nothing, 
naturally, to those who don’t file returns because of 
insufficient income. 


EXPERIMENT in broader-base financing of political 
campaigns will be tried in September. Purpose is 
to put an end to heavy donations which frequently 
involve a quid pro quo on the part of the political 
organization which receives the bounty and thereby 
accepts an “obligation.” The Advertising Council 
and the Heritage Foundation will cooperate in di- 
verting $10 million worth of advertising time and 
space to a campaign to persuade millions to give 
$1 apiece to the parties of their choice, relieving the 
politicians of obligations fulfillable only at the ex- 
pense of the Nation. 
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> There is more than wit in the line that the 





recession cannot be as bad as painted, because the boom 








hasn't shown up in Washington. 
Skids, the Federal Government is projected into the 








When business hits the 








arena, to use the facilities of all the people to take 





In the 








process new agencies come into existence, older officers 
widen their activities, enlarge their staffs. The 
payroll for distribution among Washington trades and 
services zooms. 
Washington's boom precedes. 


Usually the drop is anticipated and 


» Ihe Administration, having calculated the risk 





of marking time, is going along with the idea that mild 














palliatives now will make massive doses of Federal 
assistance unnecessary later. 














will be very wrong. 


if the guess is wrong it 
While nothing as dramatic as the 











New Deal's reforestation, leaf raking, and public 


buildings has come into sight, some steps 
are being taken. Had Ike yielded to 
Capitol Hill outcry months ago, billions 
of Federal tax collections already would 
have been lost. And it seems inconsistent 
to contend that the Administration is 
doing nothing in the light of the fact that 
a $3 billion deficit will be experienced 
this year and one running $8-10 billion 
looms for next year. 








This year's assured deficit and 
next year's estimated excess of outgo 
over income relate directly to expenditures 








business conditions, creating jobs and 
obviating the need for expanded social 
security benefits. If that be correct, 
neither tax reduction nor heavier spending 
is justifiable. The line is being held 
against the former. With respect to the 
latter, the rate, not the amount, of 
spending has been upped by Ike. 


> Running through statements 
emanating from the Governor's Annual 











in attitude so militantly expressed at 














above and beyond the requirements of 

normal times. They do not include the cost 
of any tax reduction. As a matter of fact 
the Administration has been talking 
"deficit" so glibly, when normally it is 

an expression that brings hand wringing, 
that one may be pardoned for searching out 
ulterior motive. The prospect of not 
enough money to pay bills is potent 
argument to be used against reduction of 
income (taxes), or against enlargement 

of the cost of operations (works projects 
and the like.) Congress gave the Treasury 
$73.9 billion to spend this year. To: say 
now that $78.9 will be spent raises 
questions of bookkeeping. Clearly the 
Agencies must go to their carryover funds 
from other Fiscal Years. 





























Little disposition to invade 
these idle billions is shown by the 
Departments. The Treasury and the White 
House encourage the attitude that credit 
expansion will hold the fort until the 
reserves arrive in the form of improved 
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Similar meetings in the past on the point 
of recasting Federal-State tax areas. 

The idea always sounds good to the Governors 
when business is good. That's the time 
when tax revenues are pouring in and the 
job situation is under control. This 
year, the proposition that the Treasury 
step out of certain zones of taxation, 
leaving those taxables to the states, 
doesn't sound quite so good. With the new 
tax rights would go responsibilities in 
the welfare areas. Revenues might offset 
new liabilities or even exceed them, in 
some states. There's no guaranty, 

however, and the Governors are unwilling 
to buy a pig in a poke. 











» Legislation to force broadcasters 
out of the music publishing and recording 
business is raising fundamental questions 
which will be fully explored before the 
lawmakers act. Behind the bill is a 
protracted fight between the American 
Society of Composers, Artists and 
Publishers (ASCAP) and Broadcast Music, 
Inc. (BMI). The latter, owned by 
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broadcasters, chiefly networks, has been 
supplying music for radio-TV and the huge 
listener audience has resulted in BMI 
leading in "Top Ten" listings to the 
exclusion of ASCAP. Charge is made that 
this creates monopoly of a sort. The 
answer is made, that broadcasting and 
music publishing and recording are allied 





lines. And neither is unlawful in any 
particular. 


» The motion picture business, 
already feeling the effects of television 
competition and other diversions, has 
been going into the recording business as 
a means of diversification for more 
adequate incomes. In fact a recording 
company, Decca Records, is principal 
owner of Universal Pictures. If the 
pending Smathers Bill, S. 2834, becomes 
law a business divorce will be decreed the 
instant UP take up the current trend of 
acquiring broadcast stations for a well- 
rounded entertainment line for full 
utilization of artists and facilities. 
Metro-Goldwyn-Mayer and Paramount are two 
of the leading producing outfits which 
would be immediately affected: each owns 
radio and music publishing enterprises. 









































» Organized labor is laying the 
groundwork of a campaign which could 
succeed in talking to death, the upcoming 
unions' code of ethics. Its spokesmen 
are skilfully weaving into the record a 
thread of argument in Support of amendments 
to the Taft-Hartley Act which, in fact, is 
the hope with which they hope to tie up 
the move for better regulation. They are 
asking an end to the ban on closed shop. 
Such a proposition in the light of 
disclosures at Congressional hearings can 
hardly be regarded as having any chance 
of adoption, therefore must be considered 
as put forth for "talk purposes." The 
unions also are aSking that NLRB's 
discretion to be narrowed to the point of 
permitting litigants to determine the 
issues to be resolved. Complaint here 
seems to add to the fact that the Board has 
enlarged the bill of particulars in some 
cases that bogged down at the bargaining 
table. Also, the unions want the right 
of secondary boycott, and a ban against 
injunctions aimed at them. 


























p» Any one of the four basic demands 





would be sufficient to tie up a congres- 
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sional committee in public hearings for 
weeks. Yet it is proposed that they be 
conveniently clipped onto the draft which 
has a one-month deadline and which is 
intended to tighten regulation, not discard 
it. It is the old technic of loading a 
bill with amendments to the point that 
collapses the entire structure. To get the 
additional propositions before the com- 
mittee (the initial step to getting them 
before Congress), Labor sent Woodruff 
Randolph to the Senate hearings to present / 

















them. Randolph rarely makes such appear- 

ances. But he is head of the printers 

union, which is "clean" by investigative e 
Standards. Labor was putting its best 9«¢ 


foot forward. 





p» Ihe Randolph testimony was 
followed by the not too subtle re-entry of 











help draft legislation. The AFL-CIO head 
had been before the Senators early in the 
year. In March he tangled with Senator 
John F. Kennedy, chairman, after the 
Senator upbraided him for opposing all 
reform efforts while offering no alter- 
natives. Late in May, Meany took the stand 
for a second time and he was a changed man: 
he had a 16-point program which was 
guaranteed to end all abuses in labor 
organizations. He pledged his utmost to 
get the Senate bill enacted. But the bill 
he was pledging allegiance to was one not 
in existence, except in Meany's own 
program, embodied in 16 points which upon 
examination didn't change the original 
AFL-CIO position one whit. 


























Labor's objective, obviously, is 
to get to the floors of Congress as a true 
co-sponsor of some of the more innocuous 
aspects of the proposed new legislation, 
and aS an apparent co-sponsor of the whole 
general idea. In the latter role, it can 
pull wires. In his original testimony, 
Meany denied legislation is needed but he 
grudgingly said unions would not oppose 
the reforms then pending, most of which 
were enacted last month. In his second 
presentation, with more sweeping reforms 
involved, Meany switched to the affirmative 
position with language which bordered the 
enthusiastic. But buried in the AFL-CIO 
cooperation promises is a proviso: Meany 
and his organization will oppose any laws 
that "weaken the unions." 
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WHAT I SAW IN EGYPT 
-SUDAN-JORDAN-ISRAEL 


— First-hand study of economic and social conditions today 


BY MARTIN JIRI KALLEN 


@ A couple of months ago, I was lucky enough to 
exchange the snows and cold winds of New York for 
the warmth and the sun of Cairo, in less than 24 
hours flying time. Looking out of the window of the 
old Hotel Semiramis I had to convince myself that 
the river at which I was gazing was not the Hudson, 
but the Nile. There was a disappointment, however. 
There are no “crocks” sporting in its turgid waters 
anymore. Instead there are motor boats, and the 
palm-shaded boulevards along the shore are lined 
with many-storied government buildings, hotels, 
apartment houses, and the fine residences of the 
wealthy. 

Cairo has indeed become the symbol of the chang- 
ing Middle East: a sprawling metropolis of some 
2,500,000 people, encroaching on the sands of the 
Western Desert, and engulfing the primitive mud 
villages of the Nile Valley. The people that crowd 
the shops and offices along the boulevards and the 
squares of the “new” city do not differ much from 
the crowds in any other Mediterranean port except 
for an occasional sedate gentleman still wearing a 
fez—a tarboosh—or a bewildered country woman 
hiding, though not as completely as before, behind 
her veil. 
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During the first days of my stay, Cairo was an 
excited city; it was celebrating the union of Egypt 
with Syria and Yemen—the cornerstone of the pos- 
sible future federation of all Arab nations. There 
were “victory arches” along the main boulevards, 
the erection of which, I understand, was heavily un- 
derwritten by the “donations” of leading corpora- 
tions, many of them still foreign-controlled. Stream- 
ers everywhere proclaimed “Arab solidarity” and 
the astuteness of President Nasser in dealing with 
the Western “imperialists.” Most of the people 
agreed that it was largely a political show: to keep 
Syria from being overrun by the communists and 
to keep the people at home cheerful while tightening 
their belts and watching the declining purchasing 
power of the Egyptian pound. 

It is indeed difficult to understand what products 
the three countries will exchange. Egypt could pos- 
sibly use the Syrian surpluses of wheat and olive 
oil, while Syria could use Egyptian rice. The oil and 
coffee of Yemen, which includes the port of Mocha, 
have more future than present potentialities. The 
Italians, who have taken over from the Americans, 
are searching for oil in the Sinai Desert, but so far 
they have made no striking finds. 













Prosperity Only on the Surface 


But for all the building boom, roaring motor traf- 
fic, and emancipated school girls, one soon begins 
to sense that the transformation of Egypt into a 
modern nation is still far from complete and that 
the national prosperity is limited to a thin upper 
crust of landowners, government officials, and busi- 
nessmen. As elsewhere in the Middle East, the distri- 
bution of incomes is grossly uneven. Government 
fiats raising minimum wages are more harmful than 
helpful; they add to inflationary pressures, the main 
causes of which are government deficits, incurred 
largely because of heavy outlays for “national de- 
fense.””’ Most Egyptians are glad just to keep body 
and soul together—many of them keep going on a 
handful of rice and on many glasses of heavily- 
sugared mint tea. True, the market for manufac- 
tures is growing, but not as much as it could, under 
prosperous economic conditions. 

One becomes aware of the deep incongruities of 
the Egyptian social and economic structure as one 
wanders into the older sections of Cairo, such as its 


of Egypt’s peasantry could be settled, but capital is 
needed to open up the land and to provide the poten- 
tial emigrants with tools. 


The High Dam Project No Nearer to Materialization 


One of the things that could help, and that has 
become Egypt’s hope, is the High Dam at Aswan. 
There was a gleam in the eye of educated Egyptians 
as they discussed it with enthusiasm. “‘Yes, we know 
that it will cost nearly $1.5 billion to build,” they 
said, “but we will build it somehow.” This grandoise 
project would back up the Nile waters for some 200 
miles and store enough water to irrigate an area 
that would add some 40 to 50 per cent to the present 
cultivated acreage. Most of the land would be in 
Upper Egypt, where the poverty is most glaring. 

Meanwhile the Sadd El-Aali remains a bleak Nile 
gorge some 15 miles south of the present Aswan 
Dam—as it was two years ago when Washington 
and London decided to withdraw from the project, 
a move that was followed by the withdrawal of the 
World Bank and finally by the nationalization of the 
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of burden, and children affected by trachoma. There, 
even small alms are apt to start a riot among chil- 
dren and grown-ups alike. 

If any country is approaching a state of “stand- 
ing room only” for its population, it is Egypt, which 
now has some 24 million inhabitants, three times 
as many as at the turn of the century. Half a million 
new mouths must be fed every year, and some 150,- 
000 new jobs created. Government-sponsored indus- 
tries and land reclamation create some jobs, but not 
enough. There is plenty of entrepreneurial talent 
and there are excellent engineers and chemists, but 
there is not enough capital to be ploughed into 
private industry after the country has satisfied its 
basic needs. Those who have money either put it into 
real estate—the apartment buildings that one sees 
springing up everywhere—or smuggle it out of the 
country. Some badly-needed industrial equipment 
for new plants has been obtained from Russia and 
Czechoslovakia; more recently, Bonn has agreed to 
underwrite large purchases of factory equipment in 
West Germany. 

Egypt is truly a land where the poor are getting 
poorer. Pressure on the land is increasing, and the 
need to grow more food reduces the amount of land 
available for the production of industrial crops like 
cotton, which is Egypt’s chief foreign exchange 
earner. Syria has some surplus land on which some 
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Soviet Union and 
Japan in the project, but without much success. 
Whether the recent unfreezing of Egyptian funds 
in New York ($26 million) and in London ($200 
million) will reopen the matter of financing the 
High Dam is still questionable. Deepening and 
widening of the Suez Canal may get the priority if 
that waterway is to accommodate large tankers now 
under construction. While in Cairo, I learned that 
a small, competent group of international scientists 
had been working at the problem of increasing food 
production and providing employment for Egypt’s 
masses. I was told that the advances made in the 
last two or three years in the harnessing of solar 
energy may, before long, solve the problem of energy 
for Egyptian industries—without building the High 
Dam and costly transmission lines. As to extending 
the present irrigated area, several smaller dams or 
barrages would probably serve the purpose. 


Jordan — The Land Living On A Dole 


The air route from Cairo to Jordanian Jerusalem 
is largely over a yellow-brown desert plateau. The 
plane gives a wide berth to the new Israeli port of 
Elath, whose new buildings glisten in the distance, 
and then turns northward and follows the old Mecca 
railway which some day may again carry pilgrims 
to the holy places of Islam, if more Saudi Arabian 
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oil royalties are spent at home. 

Jordanian Jerusalem, a city of about 70,000, con- 
sists of a modern suburban area and of the old Holy 
City, whose honey-colored, crenelated walls helped 
the Arabs stop the Israeli drive in 1948. As one 
enters through the ancient Damascus Gate, one is 
suddenly in the Middle Ages. Narrow streets bor- 
dered by open-front shops are crowded with pilgrims 
from all over the world; Moslem ulemas, Roman 
Catholic priests from far-off Vietnam, bearded 
Coptic monks from Ethiopia, orthodox Syrian and 
Greek clergymen—and Protestant ministers and their 
wives from California. The vaults of the Holy 
Sepulcher resound with almost continuous cere- 
monies, while peak-helmeted, bored Jordanian sol- 
diery stands guard to uphold the rights of Christians 
of various persuasions. 

Next to the Lebanese, the Arab Palestinians are 
probably the best educated and the most enterpris- 
ing among the Arabs of the Middle East. Although 
there is not much love lost between them and the 
true Jordanians—who are either dry farmers or no- 
madic herdsmen from the semi-desert area east of 
the Jordan — they 


boom town, owing its economic wellbeing to the 
military expenditures and economic aid that have 
been pouring in from the West. Despite this aid, 
however, evrybody seems to enjoy any victory of 
Egypt’s Nasser over the Western powers. Amman’s 
streets are crowded with the Cadillacs of the Saudi 
Arabians, who have also been heavy investors in 
the residences that gird this city, built in a deep 
gorge of the Amman River. In contrast with the 
building boom and the wealth apparent in Amman, 
there are refugee camps nearby in which Palestinian 
Arabs have been living in squalor for the last ten 
years. Most of thm were farmers, and very little has 
been done to teach them new skills. Politicians in 
most of the Arab countries have preferred to keep 
these refugees in deplorable conditions—despite the 
offer of the United Nations, and even of Israel, to 
help them. One reason for this is, of course, that they 
have wanted to keep the Arab world aware of the 
injustices the Palestinians have suffered at the 
hands of the Jews. 

Now that Jordan has joined with Iraq in the Arab 
Federation, it has been suggested that some of the 
refugees might 
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EGYPT: Economic Indicators 


be resettled on 
newly - reclaimed 
lands in Iraq, but 
this is more eas- 


1954 1955 1956 1957 
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than 
done. Although 
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(million Ef) 259.7 227.6 196.5 179.3 
(million Ef) 357.1 368.0 427.1 


jobs as Iraqi of- 
431.3 ficials, the Pales- 
tinian farmers 


Exports to the Soviet Area (million E£) 15.2 29.1 39.8 66.9 “ 
permeate every as Per Cent of Total Exports "1 21 28 39 are unlikely to 
thought and ac- Imports from the Soviet Area (million E£) 9.7 12.8 22.3 40.2 find the hot flat 
tion of the Pales- an tee Cant tea tases 6 7 12 22 lands of Iraq a 


tinian Arabs. 
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Even if the Be- 
douins of Transjordania were willing to come to 
some terms with Israel, the Palestinian Arabs would 
never agree. 


Grandiose Projects Have Been Advanced 


Yet one is constantly aware of how much Jordan 
and Israel could profit from economic cooperation. 
True, there are few natural resources in Jordan, 
and the land provides only a marginal existence. 
But so did Israeli land a decade ago. Here and there, 
however, are valleys with potentially rich soil, in 
need only of water. Grandoise schemes have been 
worked out, thus far only on paper, to help raise 
living standards on both sides of the no-man’s land 
dividing Jordan from Israel. For example, the 
Israelis have proposed to pipe sea water from the 
Mediterranean into the Dead Sea, which is about 
1,400 feet below sea level. The electric power gen- 
erated by dropping the Mediterranean water into the 
Dead Sea could be used to raise fresh water from the 
River Jordan for irrigation projects on both sides 
of the border. The cooperation between the two 
countries needed to assure the success of this scheme 
is, of course, at present non-existent. 

While Jordanian Jerusalem is a great pilgrimage 
center for both Mohammedans and Christians, the 
city of Amman, some two hours away by car, is a 
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stitute for the 
relatively cool climate of Palestine, or for their old 
lands, upon which a large proportion of the world’s 
citrus crop is now being grown. 


Two Different Worlds Joined by the 
Mandelbaum Gate 


To go from Jordan into Israel, one must secure 
permission from the Jordanian authorities, carry 
ones own baggage, and walk through the Mandel- 
baum Gate, which is actually a house destroyed dur- 
ing the Arab-Israeli hostilities in 1948. There are 
few places in the world where only a few hundred 
yards can make so much difference. From a leisure- 
loving oriental land, the traveler finds himself going 
into a country of feverish activity where everybody 
works hard six days a week. He leaves behind the 
old medieval city of Jerusalem and enters a modern 
city that could just as wll be located in the Cali- 
fornia hills. Except for its ghetto, Israeli Jerusalem is 
a beautiful modern city of a quarter of a million peo- 
ple, with government buildings and residences scat- 
tered among parks and gardens. The new univer- 
sity that the Israelis are building may some day rival 
the university campus in Mexico City. 

As one travels through rural Israel in a modern, 
ultra-clean autobus, one is even more impressed with 
what has been (Please turn to page 342) 
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POSITION of UTILITIES TODAY 


—and Looking to 1959 


By KENNETH HOLLISTER 


As WE continue in the deepest recession that this 
country has experienced in the past two 
decades, the question of the future investment po- 
tential of the electric utilities comes more and more 
to the forefront. In recent months, there has been 
extremely aggressive buying in these securities, 
and in the last several months almost a flight of 
capital to the combination of earnings growth 
and defensive characteristics afforded by electric 
utility securities. Prices of electric utilities, as 
measured by the average of 24 common stocks, 
have risen 12% since the beginning of 1958. For 
the most part, this optimism appears to have been 
justified since revenues and earnings have held up, 
and in many cases increased despite the fact that 
total sales of power for industrial purposes have 
been below those of last year for most of the first 
quarter. Higher revenues primarily reflect in- 
creased residential sales which have more than 
offset reduced industrial volume. The ultimate abil- 
ity of the utilities to withstand a continued re- 
cession (assuming recovery may not be as rapid 
as that of previous recessions) has not yet been 
fully tested, but certain assumptions can be made 
regarding longer term prospects. 
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Basic Factors in Growth 


Basic to the future growth of electric utilities 
are the rate of population increase, family forma- 
tion and home building. In view of the prospects 
for a sustained and fairly rapid increase in popu- 
lation over the next ten to fifteen years and the 
desire of the new generation to obtain a higher 
standard of living, the outlook for increased sales 
of electrical appliances and other work saving de- 
vices seems quite favorable. Therefore the need 
for substantial amounts of new capacity to serve 
this market seems well defined. In addition, auto- 
mation and mechanization are providing a base for 
a rapid increase in the growth of sales of power 
to industry. In recent years usage of electricity has 
been rising rapidly in relation to man-hour output 
and this trend is likely to accelerate in the future. 


Expansion Plans 
Anticipating these demands for power, the utili- 
ties are continuing to add capacity at the fastest 
rate in history. Last year over 7 million kilowatts 
of new generating facilities (approximately 8 mil- 
lion kw measured on the basis of capability) were 
added to existing capability of 130 million kw, but 
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be expected. This is a sound issue. 

Baltimore Gas & Electric serves an area that has a broad diversification 
of industry and growing suburban communities. If rate increases are 
granted then this should raise earnings appreciably and this may lead 
to higher dividends in time. This good quality issue yields a satisfactory 
income. 

Central & South West is an integrated holding company operating in a 
territory with good natural resources and this indicates industrial growth. 
Earnings are expected to increase for some time ahead. Dividends have 
been increased in each year since 1951 and favorable earnings outlook 
indicates good likelihood that this policy will be maintained. 
Cincinnati Gas & Electric has a consecutive dividend record for 105 
years. Area serviced is well-balanced in regard to industrial and agri- 
cultural revenues. Earnings have shown a steady although moderate 
increase in each of recent years and outlook continues favorable. The 
yield is excellent from this good quality issue. 

Cleveland Electric Uluminating is a sound utility but it has a heavy 
industrial load. Growth of industry in the territory served will continue 
and benefits will be derived from the St. Lawrence Seaway. Dividend 
is covered adequately and the yield is good. 

Commonwealth Edison supplies electricity in Chicago and northern Iili- 
nois. The rising trend of earnings should be aided if higher rates become 
effective. This high quality issue has attraction for income and favorable 
longer term prospects. 
c be ce” wae 





This largest public utility company serves New 
York City and adjacent Westchester County. Dividend was recently 
increased and earnings outlook continues good, though part of earnings 
gains are due to tax deferrals. Current yield is liberal and this high 
grade issue is attractive on a longer range basis. 

Consumers Power serves southern Michigan. This electric-gas utility has 
good growth potentialities. Expansion and pending rate increases, if 
granted, will lead to higher earnings and then dividends may be liber- 
alized. This is a good income issue 

Dayton Power & Light: Operations of this electric and gas utility are 
well diversified between industry and agriculture. Earnings are expected 
to increase in 1958 and the longer range prospects are promising. Present 
dividend appears entirely secure and the yield is good. 

Detroit Edison: This utility is dependent to a great extent on automobile 
production and allied trades. A temporary decline in earnings is expected 
this year, but the longer term outlook continues favorable. A good yield 
is available from the well-covered dividend. 

Duquesne Light provides electricity in southwestern Pennsylvania includ- 
ing Pittsburgh. Earnings are expected to increase moderately this year. 
Recently opened a nuclear power plant. Dividend yield is generous. 
General Public Utilities: Domestic subsidiary earnings are good and two 
Philippine subsidiaries enhance the longer-term outlook. Earnings and 
growth prospects for this system are favorable and further liberalization 
of dividends may be periodically expected on any further earning 
increase. 

Illinois Power: Region served by company is well-balanced. Any rate 
increases should enable it to increase earnings this year. Dividend yield 
is adequate. 

Middle South Utilities: Recent rate increases in electric rates should be 
reflected in higher earnings. Growth prospects are promisi and terri- 
tory has good diversification. Present dividend yield is modest. 











JUNE 7, 1958. 








——— Sa 
Comparative Earnings, Dividend Record and Comment on Important Electric Utilities 
——Earnings Per Share- - Indicated Price 
—1st Quarter Current Recent Div. Earnings ?rice Range 
1955 1956 1957 1957 1958 Dividend Price Yield Ratio* 1957-1958 
American Electric Power Co.** $1.94 $2.04 $2.23 $ .59 $ .61 $1.60! 43 3.7% 19.3 4578-297 
Baltimore Gas & Electric 2.02 2.32 2.33 .98 76 1.80 38 47 16.2 3972-317 
Central & South West Corp. 2.04 2.32 2.41 44 47 1.70 45 3.7 18.6 4634-3458 
Cincinnati Gas & Electric 1.90 1.99 2.01 .83 87 1.50 33 4.5 16.4 3214-23" 
Cleveland Electric Illum. 2.49 2.60 2.64 79 77 1.60 40 4.0 15.1 4372-30 
Commonwealth Edison 2.62 2.72 2.85 84 88 2.00 46 4.3 16.1 48'8-3532 
Consolidated Edison 3.12 3.20 3.44 1.21 1.44 2.80 54 5.1 15.7 5514-404 
Consumers Power Co. 3.11 3.33 3.30 3.15" 3.33- 2.40 51 47 15.4 52 -42 
Dayton Power & Light 3.36 3.81 3.15 n.a. n.a. 2.40 48 5.0 15.2 4954-40 
Detroit Edison 2.43 2.36 2.62 81 74 2.00 39 5.1 14.8 417%-35'4 
Duquesne Light Co. 2.34 2.44 2.53 71 78 2.00 39 5.1 15.4 3914-30'2 
General Public Utilities 2.81 3.05 3.21 86 91 2.00 44 4.5 13.7 4412-3312 
Illinois Power Co. 1.73 2.00 1.95 65 73 1.50 33 4.5 16.9 3432-258 
Middle South Utilities _.—— 1.93 2.18 2.41 .50 61 1.80 41 43 — 170 4334-3054 
New England Electric System 1.24 1.23 1.19 39 41 1.00 17 5.8 14.3 17 -14 
“Niagara Mohawk Power __.- 2.22 2.13 1.91 70 79 1.80 35 Si. 183 3514-26 
Northern States Power 1.16 1.21 1.23 38 41 1.00 20 5.0 16.2 2012-1312 
Ohio Edison 3.55 3.79 3.62 .98 97 2.64 55 4.8 15.1 56 -4234 
Pacific Gas & Electric 3.32 3.37 3.41 3.36- 3.59- 2.40 55 4.3 16.1 5732-4334 
Philadelphia Electric 2.39 2.59 2.60 88 28 2.00 41 4.8 15.7 4112-3458 
Public Service Elec. & Gas 2.26 2.10 2.22 94 88 1.80 35 5.1 15.7 3578-28'8 
Puget Sound Pow. & Lt. 1.51 1.67 1.82 49 2 1.36 29 4.6 15.9 3012-20 
Southern California Edison 3.32 3.48 3.12 77 1.03 2.40 55 43 17.6 574-4478 
Southern Co. 1.35 1.54 1.65 1.54 1.70 1.20 29 4.1 17.5 2934-20" 
Union Electric Co. 1.70 1.70 1.94 n.a. n.a. 1.52 29 5.2 14.9 30 -247% 
Utah Power & Light 1.55 1.70 1.82 49 43 1.20 28 4.2 15.3 287-22 
Virginia Electric & Power 1.27 1.39 1.53 44 .45 1.00 30 3.3 19.6 31-21% 
West Penn Electric 2.06 2.15 2.19 36 38 1.50 30 5.0 13.7 31%8-23'2 
Wisconsin Electric Power 2.36 2.44 2.40 .84 76 1.70 36 4.7 15.0 3632-2812 
| *—Based on 1957 earnings. 1—Plus stock. 
**—Formerly Amer. Gas & Elec. Co. *—12 months ended March 31. 
n.a.—Not available. 
American Electric Power (formerly American Gas & Electric Co.) has an New England Electric System: Dividend coverage has been narrow but 
exceptional growth record. Serves an extensive highly industrialized earnings for the first quarter of this year increased moderately. Current 
area mainly in the mid-west. Higher earnings are indicated for some yield is a good deal better than average but growth prospects do not 
time ahead with growth of the area. Periodic dividend increases can appear bright. 


Niagara Mohawk Power: Company is benefitting from recent rate in- 
creases that have reversed the downtrend of earnings. Allocation of 
power from Niagara River Project enhances longer term outlook. Reported 
earnings include deferred taxes. Coverage of $1.80 dividend is not wide. 
Northern States Power: Heavy residential-rural electric load suggests that 
revenues and earnings will be well maintained, notwithstanding the 
business recession. Record of moderate growth. The $1.00 dividend is 
earned by reasonably good margin. 

Ohio Edison: Company operates in important and growing industrial 
areas. However heavy industrial load is partly balanced by large rural 
demand for electricity. Earnings provide good protection for $2.64 
dividend. 

Pacific Gos & Electric: Operations cover most of northern and central 
California. Further growth in electric-gas revenues indicated. Earnings 
will benefit from recent and prospective rate increases. Well-protected 
$2.40 dividend with prospect of increase. 

Philadelphia Electric: Serves Philadelphia and southeastern Pennsylvania 
with electricity and gas. Record of moderate growth. Soundly financed. 
Dividend of $2.00 per share covered by reasonably good margin. 
Public Service Electric & Gas: Serves important industrial and residential 
areas. Favorable record of growth in revenues but recent share earnings 
show disappointing trend, in part due to increased shares. Fair coverage 
of $1.80 dividend. 

Puget Sound Power & Light has o very high equity ratio and since no 
equity financing should be necessary for several years, earnings are 
expected to maintain the steady gains of past five years, with about 
$1.90 forecast for 1958. 

Southern California Edison's earnings have not fully reflected rapid growth 
because of rising costs, etc. A substantial rate increase granted last year 
may result in 1958 earnings of around $3.60 and a possible dividend 
increase. 

Southern Company reported disappointing share earnings during 1950-51, 
but they have improved in later years, with good increases in 1956-7; 
a further gain to around $1.80 is anticipated this year. 

Union Electric avoided equity financing for some years, with resulting 
uptrend in earnings, but a stock issue is anticipated late this year or 
early in 1959. 

Utah Power & Light has reported gradual increases in share earnings over 
the past six years. However, presumably due to reduced mining activity 
together with an increase in shares, earnings for the first quarter were 
43¢ vs. 49¢. 

Virginia Electric & Power's earnings were irregular during 1946-51 but 
a rate increase plus increasing business activity provided a base for 
ag aes gains, and another fair-sized increase seems indicated 
‘or 

West Penn Electric has good earnings record considering dilution result- 
ing from increasing equity ratio from 15% to over 31%. It has not been 
especially vulnerable to changes in steel operations, and earnings for 
12 months through March showed a slight gain. 

Wisconsin Electric Power operates in a stable area and has a high equity 
ratio. Share earnings have shown moderate but irregular gains over the 
past five years. A rate increase has been applied for, and the St. 
Lawrence Seaway is expected to be a future stimulus. 
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Central Cleve- 
American Baltimore & South Cincinnati land Common- Consol- 

















Electric Gas& West Gas & Electric wealth idated Pe 
Power* Electric Corp. Electric lum. Edison Edison) 
= —— —— aie 
PLANT VALUE (MILLIONS) GROSS $1,411 $460 $637 $364 $471 $1,745 $2,060 
Depreciation Reserve 292 88 93 81 126 399 398 
Net Plant Account 1,119 372 544 283 345 1,355 1,662 
CAPITAL RATIOS (%) 
Funded Debt to Total Capitalization 57 46 50 51 42 51 52 
Preferred Stock to Total Capitalization 9 8 12 10 8 5 10 
Common Stock & Surplus to Tetal Capitalization** 34 46 38 39 50 44 38 
ANALYSIS OF REVENUES—ELECTRICITY % 100 70 100 61 96 100 80 
Gas % 28 39 14 
Miscellaneous 2 4 6 
INCOME ACCOUNT (Consolidated) | 
Gross Revenues (Millions) $ 284 $142 $137 $120 $119 $ 380 $ 552 | 
Operating Expense (includ. purch. pow. & gas) 95 80- 43 65 48 156 238 
Maintenance 22 9 6 6 22 55 
Depreciation ; 34 11 15 8 13 41 46 
Taxes—Federal Income (includ. Deferred Taxes) 40 17 10 12 18 45 43 
Net Operating Income (after all taxes) 64 21 36 19 23 68 82 
Gross Income 65 23 36 19 23 69 83 
Fixed Charges, etc.! 16 5 10 3 4 20 24 
Net Income 48 17 24 15 19 53 56 
EXPENSES RATIOS (%) 
Ratio Depreciation to Gross Revenues 12 7 WW 7 1 11 8 
Maintenance to Gross Revenues 8 6 5 5 6 10 
Combined Deprec. & Maintenance to Gross Rev. 20 17 12 16 17 18 
Operating Ratio (including taxes) 77 85 74 84 81 82 85 
EARNINGS RATIO 
No. Times Fixed Charges Earned after taxes! 3.9 4.6 3.4 5.6 5.4 3.4 3.4 
ANALYSIS OF ELECTRIC REV. (% of Total) 
Residential & Rural 35 34 38 35 33 35 34 
Commercial 15 31 24 25 58° 29 553 
Industrial 40 34 28 29 27 
Other 10 1 10 11 9 9 1 
COMMON STOCK 
Dividend Pay-out 71 77 74 74 60 80 i 
*—Formerly Amer. Gas & Electric Co. 1—Includes interest on construction credit. 
**Including deferred taxes in surplus or *—Includes maintenance. 
restricted surplus in company’s annual report. 3—Combined commercial and industrial. 
-_—— 











load growth was sufficient to reduce the reserve 
margin from about 20% to approximately 15%. 
During the current year, it has been estimated that 
over 16 million kilowatts would be constructed. 
While this now seems a trifle optimistic, practically 
all of these machines have been ordered and are 
under construction. Any possible lag, therefore, 
should prove temporary. Industry’s spokesmen still 
anticipate that over 40 million kilowatts of new 
capacity will be required prior to the end of 1960, 
if an adequate reserve margin is to be maintained. 
Longer term estimates of course, are less reliable, 
but over 20 million kw are tentatively scheduled 
for construction after 1960. 

A recent flurry of excitement was caused by a 
statement by the President of Texas Utilities, that 
the company has “reexamined” its construction 
schedules beyond 1959 because of the current 
slower pace in the rate growth. One of the units 
scheduled for completion in 1960 and to have a 
capacity of 240,000 kilowatts has now been de- 


ferred to 1961. It may be noted, however, that the 
company is completing 408,000 kilowatts of capa- 
city this year and two additional units capable of 
producing 375,000 kilowatts are to be completed 
as planned in time to meet the 1959 summer peak. 
At the present time, total system capacity exceeds 
2,400,000 kilowatts. As Texas Utilities has had one 
of the fastest growth rates in the United States 
over the past ten years, the announcement of a 
temporary deferral of one unit does not necessarily 
remove the issue from the growth category. As- 
suming general economic recovery as forecast by 
most experts, the area served by this company 
should continue to expand faster than the average. 


= Nuclear Plants 


Although a number of nuclear plants are included 
in construction programs for the next several years, 
conventional thermal generators will comprise the 
greater part of new capacity. Assuming all of the nu- 
clear plants now licensed or planned are completed by 
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{ Important Utility Companies 
Public Puget 
— Con- , Middle Niagara Northern ; Pacific : Service Sound Southern Union West 
inted sumers Detroit South Mohawk States Ohio Gas& Phila. Elec.& Power Calif. Southern Electric Penn 
ee ee ee a ee 
0 > —s-$853—s $1,000 $739 $1,029 $562 $612 $2,469 $1,015 $1,191 $152 $1,134 = $1,160 $634 $583 
oon 133 178 141 238 114 115 471 212 248 17 181 216 141 140 
“2 720 822 598 791 448 497 1,998 803 943 135 953 944 493 443 
- 49 58 53 55 47 41 47 47 58 49 53 54 53 53 
. W 10 14 20 14 18 1 4 13 12 13 14 
- 40 42 37 31 33 45 35 42 34 51 34 34 34 33 
po 66 98 84 80 85 98 65 83 68 100 100 100 94 100 
re 33 10 20 14 34 14 32 3 
‘ 1 2 6 1 2 1 3 3 
_ $221 $ 251 $171 $ 255 $148 $136 6$ 501 $ 236 $ 322 $27 $ 217. $ 254 $129 $139 
on 107 117 66 129 62 46 195 101 147 10 82 95 52 54 
os 1 16 W 20 8 9 15 19 29 2 13 15 i 1 
in 20 22 20 20 13 15 48 26 25 2 23 30 15 15 
poe 32 24 24 1 18 24 63 34 31 2 27 37 13 16 
- 40 43 34 38 27 30 101 46 50 7 44 55 27 29 
pa 41 43 34 39 28 30 102 47 51 7 45 56 27 30 
os 8 10 10 12 6 4 25 9 14 1 14 20 7 . 
on 33 33 23 26 21 26 76 37 34 - 31 35 22 19 
P 9 & VW 8 1 10 10 8 7 10 1 12 10 
a 5 . 6 8 5 6 3 8 9 7 ° 6 - a 
on 14 14 17 16 14 17 13 18 17 14 16 17 20 18 
pa 82 82 80 84 81 77 79 80 84 73 80 78 79 78 
i 47 4.3 3.3 3.2 4.3 6.9 4.1 5.1 3.5 5.6 3.2 2.7 3.9 4.4 
‘ie 41 38 37 32 43 39 46 34 34 57 43 35 36 39 
553 22 26 26 18 453 22 453 573 30 26 21 26 21 16 
32 29 27 35 33 32 1 26 30 35 41 
s 5 7 10 15 12 6 9 9 4 6 10 9 . 4 
“so 72 76 74 94 81 72 La 8174 77 72 78 69 
—_ 
——— = 
e 1965, the aggregate generating capacity still will be Pool Arrangements 
a below a million kilowatts. As operating experience * 
f is gained from experimental atomic plants now The continually rising costs of construction and 
d being built and costs can be determined more accu- efficiencies to be derived from larger units are con- 
4 rately, there may be some acceleration in construc- tributing to a number of innovations in construc- 
is tion of plants using nuclear reactors. For the time tion programs. As it is notably cheaper to build and 
“ being, however, the shift from thermal to nuclear operate a 250,000 or 450,000 kilowatt machine 
" plants probably will be gradual. A study published rather than a 100,000, kilowatt generator, groups of 
Pe in Electrical World of September 1957 indicates the companies are forming together in construction 
¥ following anticipated capacity additions over the pools with each company alternately building units 
“i coming years: and selling power to the other members of the com- 
y CAPACITY ADDITIONS — THOUSANDS OF KW bination. One of the best examples of this type of 
y Sentinal arrangement is the pool organized by Illinois Power, 
> Steam Nuclear Hydro total Central Illinois Light, Central Illinois Public Service 
7 19571 7,126 73 1,301 8500 and others, to plan for area power needs on an co- 
1958 13,666 0 2,746 16,412 Ordinated basis. Larger companies that have opti- 
d 1959 ... 13,876 190 1,122 15,188 Mum size units now operating are achieving the 
;, Rat 88,2 13,529 635 1,100 15,264 Same goal through high voltage transmission inter- 
e W965 oocecccccscccsecssesssee. 16,733 1,000 1,100 18,833 connections as exemplified by the 345,000 kva line 
” a ae 23,308 2,400 1,100 26,808 recently completed between Commonwealth Edison 
y 1_Preliminary. and a subsidiary of (Please turn to page 338) 
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the NEW METALS of TODAY 
—Replacing Miracle Metals of Yesterday 


BY CALEB FAY 


EBSTER defines ‘‘exotic’’ as meaning 

“strange, foreign, alien.” This description 
does not exactly fit the new metals for none of them 
are foreign, but it connotes the general idea that they 
are different from better known and longer estab- 
lished metals, and that they all possess intriguing 
potentials that are only beginning to be realized, and 
to a limited extent. New markets loom for all. Uses 
can multiply as engineers are able to employ their spe- 
cial characteristics to advantage for products that 
may yet be on the drafting table. 

All these metals have several characteristics in 
common. They are all relatively high priced com- 
pared to the major non-ferrous metals, copper, lead, 
zinc, and aluminum. They are not particularly rare 
if measured in metal content by occurrence in the 
earth’s crust, but in workable concentrated form 
this may not be the case. In every instance, how- 
ever, the problem of metallurgical recovery of the 
metal from the ore far transcends its mining cost. 
Therein lies a hope of the future, that improved 
metallurgy will reduce the final cost of the metal and 
thus broaden the potential market, in the same way 
that the unit cost of aluminum, titanium, and mag- 
nesium was lowered. Indeed this has already taken 


place to a considerable extent for zirconium the last 
year. 

Another feature they have is their close connec- 
tion with the atomic energy, guided missile, and jet 
propulsion fields. Some of them are needed as ma- 
terials in construction of reactors. Some provide 
essential qualities of corrosion resistance and ability 
to withstand terrific temperatures as structural ma- 
terials for the missile and jet engine program. Some 
fit directly into the category of fissionable material, 
notably lithium and possibly cobalt. All have unique 
qualities that lend themselves to specialized purposes 
in the chemical industry under particularly trying 
conditions. 

The field of development of these exotic metals is 
no place for the untrained, for the inexperienced, or 
more emphatically, for the ill financed. Even if the 
newcomer has developed a process that gives en- 
couraging results in the laboratory, it is usually 
a long, heartbreaking struggle to carry it through to 
the pilot plant stage, and even more difficult to a 
successful commercial basis. Hence it is not surpris- 
ing that the successful leaders are identified gener- 
ally with the major industrial companies of the 
country, who have the technical skill, the experience, 
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the patience, and the capital to follow through a long 
program that is frequently made up of trial and 
error before success is attained. 


Cutting Risks for the Investor 


As a consequence the investor may find it difficult 
to take a position in a company that is per se devoted 
to development of a single exotic metal. It is easy 
enough to buy shares in Carborundum Co. which has 
1 substantial stake in zirconium, but still its major 
sales activities are in other fields, and profits (or 
losses) in zirconium will have a relatively minor 
effect on overall earnings. A holder of Kennecott 
Copper stock has an interest in columbium, but it 
will be almost unrecognizable in assessing yearly 
vrofits of the copper giant. Such investments hardly 
inswer the desire to sink or swim with the fortunes 
of a special exotic metal. Of course, in the same de- 
gree the investor’s chance for loss is minimized by 
this very diversification of activity. 

There are exceptions. The beryllum field is domi- 
nated by only two companies who confine their ac- 
tivity almost entirely to that metal. Fansteel domi- 
nates the tantalum field, although it has other inter- 
ests. Lithium Corporation is devoted entirely to that 
metal. 

None of the companies who are concerned with 
the exotic metals are distinguished by liberal divi- 
dend payments. Earnings are generally plowed back 
into plant and development. Stock dividends are the 
rule instead of cash. Unless an investor is con- 
tent to exercise patience until full growth is attained 
—it may take a long time—he will find investment in 
these typical growth stocks unrewarding from an in- 
come standpoint. But they may show substantial cap- 
ital gains over the years, depending on develop- 
ments. 


Quality and Character of Metals 


Tantalum has been named the everlasting metal by 
its leading sponsor, Fansteel Metallurgical Corp. 
The term is by no means fanciful, as it possesses al- 
most complete immunity to corrosion and chemical 
attack. It is virtually acid proof. In addition is its 


ability at high temperatures to immobilize residual 
gases in electronic tubes and so help to maintain the 
high vacuum necessary for efficient tube operation. 
A third distinctive property is its ability to form 
anodic films of unusual stability, invaluable for tan- 
talum rectifiers, arrestors and capacitors. It is easily 
worked, is as malleable and ductile as mild steel, and 
can be cold rolled and drawn. In its immunity to 
corrosion or chemical attack, tantalum is almost the 
equivalent of glass. 

Quite naturally it finds a major use in chemical 
plant equipment where the metal is used as the heat 
transfer surface. As a material for electrolytic ca- 
pacitors it has found increasing employment in tele- 
phone, television, and other electronic applications. 
Surgeons have found the metal invaluable for im- 
plants in the human body because of its easy work- 
ability and immunity to corrosive attack . 

Tantalum is expensive. Sheet and rod are quoted 
$55-60 a pound. Fortunately, the actual amount of 
metal needed in equipment is not large. For example, 
wall sections of tantalum in heat transfer equip- 
ment may be very thin. Tantalum sheet or tubing 
normally used in construction of chemical plant 
equipment have a thickness of no more than 1/50 
inch. 

But Fansteel declares that the tantalum capacitor 
is its fastest growing product( with demand ex- 
pected to increase progressively. Manufacture was 
begun in 1949 and each year’s sales have shown sub- 
stantial gains. Most of the capacitors now produced 
are for aircraft and missiles. The demand for them 
was so strong that the sale was controlled by mili- 
tary allocation and priorities during most of last 
year. Because of military needs it was impossible to 
promote industrial markets that appeared extremely 
inviting. 

That situation has now been rectified by comple- 
tion of Fansteel’s new tantalum-columbium plant at 
Muskogee, Okla., in the construction of which Fan- 
steel spent $7 million. Funds for this purpose came 
in the most part from retained earnings. During the 
last 5 years the company has invested 75% of its 
earnings in its plants. 

The prospect for increasing sales of the company’s 
tantalum products is extremely good. The president 















































LL SLT AeA — —w A 
Companies Deriving Major Part of Income From Rare Metals 
— 7-7 - ™ _ Dividends . 
———Earnings Per Share——_—— Per Share 
Chief Metal —1st Quarter- Indicated Recent Price Range 
Interest 1955 1956 1957 1957 1958 1957 1958 Price 1957-1958 
Beryllium Corp. .. Beryllium $1.88 $1.73 $1.77 $ .63 $ .06 z 3 28 49 -23\2 
Brush Beryllium Co. Beryllium 35 38 45 n.a. n.a. 12 1658- 9 
Carborundum Co. to gy 3.01 368 361 85 26 $1.60 $1.60 32 51%-28% 
Fansteel Metallurgical ool 3.00 420 3.74 1.08 49 1.00 100 45  64%-41% 
Foote Mineral Lithium 1.12 1.90 1.90 53 41 804 .80 43 61'%-33'2 
Howe Sound .......... .. Cobalt 1.75 1.42 4 25 n.a. n.a. .20 8 18%- 5% 
Lithium Corp. of Amer. .. Lithium .23 1.07 56 301 .33! 5 5 20 4434-1312 
Molybdenum Corp. ; ea 73 #73 St no no 60 60 24 33%-13 
n.a.—Not available. 2—Paid 6% stock. 
4_Deficit. 3—Paid 3% stock thus far in 1958. 
1—4 months ended April 30. 4—Plus stock. 
5—Paid 3% stock in 1957, none thus far in 1958. 
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of Fansteel anticipates that the consumption of tan- 
talum for capacitor use may increase as much as 
20 times in the next decade. 

Besides tantalum products, Fansteel has import- 
ant sales in selenium rectifiers to the auto industry 
—they are standard equipment in Ford extra heavy 
duty trucks. The company’s products go to a wide 
range of industries, with electronics, automotive, 
and aircraft furnishing major outlets. 

According to a company statement, Fansteel is 
budgeting a 20% sales gain in 1958 over the record 
1957 total of $33 million. Sales in the first quarter 
declined however to $6.9 million against $8.5 million 
in the same period last year and per share profits to 
$0.49 against $1.08. But sales of capacitors are ex- 
pected to improve when added defense spending for 
missiles and aircraft begins to be felt. 

Columbium and tantalum are usually found asso- 
ciated in the same ore. If there is more columbium 
than tantalum present, it’s columbite; if the reverse 
is true, it’s tantalite. Simple as that. Consequently, 
Fansteel is concerned with production of both metals, 
but admits that demand for columbium has been 
somewhat disappointing in spite of the promising 
outlook for columbium alloys in gas turbines to per- 
form at 2000 deg. F., as well as their use in missiles 
and as an atomic material. Production abroad ex- 
ceeds present market demand. 


A Nigerian producer reports that part of its cur- 
rent output is unused with scant hope of finding a 
market for the surplus. Thus it is not surprising that 
no move has been made by Kennecott and Moly- 
bdenum Corp. who jointly control the enormous de- 
posits of columbite at Oka, Quebec, to erect a con- 
centrating plant for the ore. The tonnage of the ore 
exposed, is so large that no further development 
work is called for. Nor does the ore dressing present 
any unsolved problems. It is mainly a matter of find- 
ing a large enough market for the metal. Quite un- 
derstandably with the steel industry in the doldrums, 
less interest is taken in research work for develop- 
ing new uses for ferro-columbium. 

Columbium is still regarded by many metallurgists 
as the metal of the future. The Government was fully 
convinced of its importance and acquired a 15 million 
pound stockpile at fancy prices. When Washing- 
ton suddenly announced its objective had been 
reached and withdrew its bid, the price collapsed 
and speculative interest ended. Since then only a few 
Canadian development companies are competing for 
the speculative dollar, or perhaps pennies would be 
more appropriate. More seriously minded investors 
look favorably on shares of Molybdenum Corp., 
which in addition to its half interest in the Oka de- 
posit, has a large stake in rare earths and moly- 
bdenum. But as the president of the corporation has 
repeatedly warned his stockholders, patience will be 
needed before substantial profits start to flow. 


Among the exotic metals zirconium takes top place. 
While it’s a “rare metal”, it is actually of commoner 
occurrence than lead, copper, or zinc. The trouble 
isn’t with its occurrence, but because it’s so ex- 
tremely difficult to separate from its ores. Zirconium 
ore sells for about $50 a ton for the concentrates, 
but the metal itself commands $714-$12 a pound, de- 
pending on the grade. Sheets, strips, and bars bring 
$35 a pound. It wasn’t until a few years ago that it 
was thought the metal had enough desirable proper- 
ties to justify the heavy cost of processing it. 
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At the present stage of development of nuclear | 
reactors zirconium offers the best combination of | 
properties as a structural material for the cladding | 
of the reactive elements, if the cost is disregarded. | 
It protects them from corrosion and yet allows free | 
passage of neutrons within the reactor chamber to | 


spread and sustain the chain reaction. 

All zirconium ores contain another element asso- 
ciated with zirconium, hafnium by name. This metal 
has most of the structural qualities of the other, 
with one outstanding exception, wherein it is the 
complete opposite of zirconium—instead of a low ab- 


sorption capacity for thermal neutrons, its capacity | 


is high. Consequently for the manufacture of 
nuclear-grade zirconium the hafnium must be al- 
most 100 percent eliminated. 


But hafnium itself is in high demand by the Gov- 
ernment, who takes the entire production. It makes 
an excellent material for control rods where its rela- 
tively high neutron absorption power is most im- 
portant. 

Zirconium has no real competitors in the nuclear 
field. Aluminum and magnesium qualify where oper- 
ating conditions are mild but neither one can meet 
the requirements of strength and corrosion resist- 
ance at high temperatures. Stainless steel does well 
on both these requirements but its neutron cross 
section is ten times that of zirconium. It comes as 
no surprise then that zirconium was used in build- 
ing the power reactors for the “Nautilus” nor that 
of the 18 nuclear-powered vessels that have been 
authorized, 17 will have zirconium reactors, and only 
one cargo ship will have a reactor core of stainless 
steel. The Government is by far the most important 
buyer of zirconium and it was the Government de- 
mand that has stepped up the rapid expansion in 
production and productive capacity. 

While only Carborundum Co. and Wah Chang, a 
privately owned and highly important producer, are 
currently delivering reactor-grade metal to AEC, 
these will be shortly joined by Columbia-National, 
which is jointly owned by Pittsburgh Plate Glass and 
National Research Co. The US Industrial Chemicals 
Division of National Distillers has also received a 
contract for 1 million pounds per year. All told, the 
total indicated deliveries to the Government amount 
to about 3 million pounds per year. 

Fabricators of zirconium products are much more 
numerous. They include such well known concerns 
as Alleghany Ludlum, Union Carbide, Foote Mineral, 
Firth Sterling, National Lead, and many others. 
But in relation to the total sales volume of each of 
these companies, sales of zirconium products are as 
yet of minor importance. Industrial uses in the 
chemical field have especial future potential, but it 
seems certain that extended markets must await 
a lower production cost for the metal. With an- 
nounced larger production capacity this may not 
be long in coming. 

The investor cannot buy shares in a company de- 
voted exclusively to zirconium production. Car- 
borundum will have a total capacity of 1,200,000 
pounds per year, with sales value of perhaps $7.5- 
$10.0 million per year, but this is less than 10 percent 
of average yearly sales of all its products. Since 
1953, when the company started the production of 
zirconium, it has increased its capacity ten fold 
over the original 125,000 pounds per year. Columbia- 
National has a sizable AEC contract, calling for a 
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total price of $22.7 million for 3.5 million pounds, but 
the investor can buy the stock only indirectly 
through purchase of Pittsburgh Plate Glass or Na- 
tional Research. Similarly, the National Distillers 
project is part of Mallory-Sharon Metals, with Na- 
tional Distillers, P.R. Mallory, and Sharon Steel 
each having 1 ownership. Obviously zirconium can- 
not be expected to be of major significance to any 
of these companies relative to total sales volume for 
some time to come. 

In the last ten years capacity for production of 
lithium and its compounds has increased ten times. 
Consumption mounted as well, but demand has not 
kept pace with increased capacity and appears to 
have reached a temporary plateau. Ore reserves are 
more than adequate for 50 years at present produc- 
tion rates. Thus the search for new lithium ore de- 
posits has slowed to a halt, both in the U.S. and Can- 
ada, and lithium prospects are begging for buyers. 

Besides being the lightest of all metals that are 
solid at ordinary temperatures, only 15 the weight 
of aluminum, lithium metal has other unique char- 
acteristics, but major consumer interest is in its 
compounds. Lith- 


components of high energy propellants. 

Lithium Corp. like Foote has substantial ore re- 
serves at King’s Mountain, N.S., as well as in the 
Black Hills, S.D. The company has plants in North 
Carolina and in Minnesota. It manufactures all lith- 
ium compounds as well as the metal. it has recently 
made a working agreement with Brooks & Perkins 
of Detroit, aimed toward development of new lith- 
ium-containing metal a'ioys for commercial exploita- 
tion. Sales of Lithium Corp. climbed from $2.2 
million in 1953 to $12.2 million in 1957, but net in- 
come showed a lower rate of increase. 

American Potash & Chemical is the third major 
factor in the lithium field. The company entered the 
lithium market because of the lithium content of the 
brines in its Searles Lake operation. Along with 
Selection Trust of South Africa and American 
Metals Co. the company operates large lithium ore 
deposits in Rhodesia and ships the ore to San An- 
tonio, Texas where it is processed. Lithium metal is 
manufactured at its plant at Henderson, Nevada. 

The outlook for beryllium is good, although 
neither one of the two principal producers, Bery]- 

lium Corp. and 
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third of the total automotive grease market. The 
carbonate comes second in importance, with most of 
it going into manufacture of frit for the porcelain 
enamel industry. But there is now greater customer 
interest in lithium metal as an alloying element in 
aluminum and magnesium and as a means of purify- 
ing certain grades of steel. 

A few years ago lithium sprang into the specula- 
tive spotlight because of reports that a controlled 
fusion reaction might be achieved in which lithium 
would replace uranium as a prime source of fuel for 
nuclear energy. Realization that construction of a 
fusion reactor was probably long distant pricked 
the speculative bubble. 

There are three principal factors in the lithium 
industry where shares are available to the public, but 
only one, Lithium Corp., whose activities are con- 
fined solely to lithium. Foote Mineral, probably the 
largest producer, has had a long and stirring record 
in research, mining, manufacturing, and marketing 
of lithium and its products but is also prominent in 
a host of others, including manganese, zirconium, 
ferro alloys, chromium metal and numerous min- 
erals. One phase of Foote’s interest in rocket tech- 
nology was tangibly expressed in September, 1957, 
through a joint announcement with Hooker Electro- 
chemical Co. that both companies would explore pos- 
sibilities for development, production and sale of 
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5 years at a price of $47 per pound, have hardly yet 
had a chance to pass the shakedown period. 

The Director of the Bureau of Mines, in emphasiz- 
ing the need for metals that could retain their 
strength and avoid corrosion at temperatpures up to 
4000 deg. F. said that the 1959 program for rare 
metals would do everything possible to make beryl- 
lium available for essential and highly specialized 
uses. He described the metal as one of the most 
promising for missile nose cones, as well as for high- 
speed fighting planes because it is virtually the only 
light metal that will perform with high strength at 
more than 1000 deg. F. 

Beryllium’s chief sales outlet until recently has 
been as a beryllium-copper alloy. By adding 2 per- 
cent of the metal to copper, the properties of copper 
were improved by conferring toughness and hard- 
ness, while still retaining electrical and heat conduc- 
tivity. Its high cost — about $43 a pound for the 
master alloy sharply limited its market except for 
special applications. 

It now appears that beryllium is emerging from 
its former role to become a structural material. Both 
producers emphasize this development. Its lightness, 
stiffness, and high melting point suggest it for air- 
craft structures. The U. S. Air Force awarded 
Brush Beryllium a contract for rolling the metal into 
large sheet, which will (Please turn to page 341) 
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GLAMORIZEL 


CAMERA 


— Their current position — their potentials 





By WARD GATES 


he photographic industry is beginning to feel the 

recession. The change is noticeable not so much 
in volume, which continues to run ahead of last year, 
as in keener competition and in more difficulty in 
carrying a satisfactory proportion of the sales dollar 
through to net income. 

The long-term trend in photography seems to be 
still upward. The industry continues to benefit as in 
past years, from a growing population, a high level 
of personal income, and increasing use of photog- 
raphy in business, education, medicine, and science. 
New devices and gadgets continue to make photog- 
raphy, as a hobby or as a business, not only easier 
and more pleasant than formerly, but also more 
interesting and cheaper. 


Big Potential Market 


No sooner does a camera enthusiast master the 
art of taking pictures from any angle and in any 
light with a black-and-white film, then he wants to 
try his hand at color pictures. And when he has ex- 
hausted the possibilities of still photography in 
black-and-white and color, there are home movies to 
try. And then there are always new devices. In fact, 
so important have new products become in this in- 
dustry that Eastman Kodak reported 40% of its 
1957 sales in the amateur photo equipment field 
consisted of new cameras, projectors, and photo aids 
introduced in that year. 
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Great as has been the growth of photography, the 
potential market for photographic materials and 
supplies is still enormous, in both commercial and 
amateur fields. It is estimated that less than five 
million out of fifty million families in the United 
States own cameras, although more than thirty mil- 
lion could afford them. Over the years to come pho- 
tography will undoubtedly attract more hobbyists 
than it now has; they will use more and better equip- 
ment as their incomes grow; and there will be more 
people who just “take pictures” as the big baby crop 
of the late Forties reaches adolescence. 

In the commercial field, too, the photographic in- 
dustry can confidently look forward to still further 
use of photographs in news reporting and presen- 
tation, in magazine illustration, in the preparation 
of advertising and promotion material, as methods 
are developed for making pictures more rapidly, 
more easily, and more economically. Such has been 
the trend throughout the postwar period; such will 
be the trend for years to come, in the opinion of 
well-informed persons. 

Even in the first quarter of the current year, with 
recession influences operative, sales of cameras and 
equipment have been running 10 to 15% above a 
year ago. One would have expected that unemploy- 
ment, inflation, and curtailed incomes might cause 
people to economize by making do with the old 
camera, taking fewer pictures, and ordering fewer 
prints. Photography is certainly expendable when 
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it is necessary to reduce expenditures. 
Competition Is Keener 


That volume has not declined in the photographic 
business is probably due to the measures taken by 
companies in this industry to maintain interest. 
Prices have been reduced on many models, both still 
and movie type. Sales and advertising effort have 
been stepped up and research and development ex- 
penditures have been increased in the effort to de- 
velop new products. In fact it was the increase in 
costs for research, development, advertising and 
promotion that was blamed by Eastman for its de- 
cline in first quarter earnings on expanded sales. 

The development effort is bearing fruit. Many 
companies have introduced or announced new prod- 
ucts to stimulate sales. Sylvania Electric Products 
will market a compact, lightweight 8 mm. movie 
projector; Polaroid has a copying device to go with 
its Land picture-a-minute camera, also a film so 
“fast” that it will take pictures indoors in normally 
lighted rooms without a flashbulb, and a Land cam- 
era which will take color pictures. Eastman Kodak 
is offering a new type of folding flasholder powered 
by a small generator instead of a battery, Brownie 
Starflash cameras in four colors, and half a dozen 
new basic pieces of photo finishing equipment. These 
are by no means all the new products; they are 
merely the more interesting. 

All this activity, of course, makes for more com- 
petition, at the same time as it stimulates demand. 
For a good many companies the increased costs of 
maintaining sales are cutting into margins. In addi- 
tion, more competition is being encountered from 
producers in other countries. The Japanese, who in- 
creased their photo goods sales in this country about 
25% last year to about $7.5 million, are expecting 
to lift that total this year. German camera com- 
panies, who had a gain of about 10% in American 


The present competition is merely an intensifica- 
tion of the situation which has prevailed in the pho- 
tographic industry for many years. One evidence of 
the pressure of competition is the way some photo- 
graphic companies have diversified into other lines, 
or have joined up with stronger companies which 
are already diversified. We have in mind the merger, 
about two years ago, of Argus Cameras into Syl- 
vania Electric Products; the attempt by Technicolor 
to develop a graphic arts division for lithography ; 
the recent acquisition by Bell & Howell of an office 
equipment company; and the branching of Fairchild 
Camera and Instrument into the printing equipment 
and electronics fields. Only Polaroid sticks doggedly 
to the photography business and nothing else. Doubt- 
less that is because its unique product has insulated 
it from the worst of the competition in this field, 
and enabled it to achieve the best record in the group 
in the last three years. 

For the remainder of the industry, as represented 
by Bell & Howell, Eastman, Fairchild Camera, 
Polaroid, Sylvania, and Technicolor, the effect of 
keener competition has been to narrow profit mar- 
gins, even though sales hold un fairly well. In the 
first quarter of the current year, four of these six 
companies did less well, as to earnings, than in the 
corresponding months of 1957. The fifth enjoyed an 
increase in earnings at least a part of which was 
contributed by an acquisition. Most expect better re- 
sults in the balance of the year, but conditions in 
general business so far in the second quarter have 
done little to make such a showing possible. It could 
happen that the effect of recession will be felt in 
camera sales later. At any rate, we think it likely 
that most companies in this field will fall somewhat 
short of equaling 1957 earnings. 


Photo Stocks Strong 


The favorable developments in the photographic 
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ated, Fairchild Camera and Technicolor, are up more 
than 25%. The two most diversified companies, 
Eastman Kodak and Sylvania Electric Products, 
have advanced less than 10% each. 

There seems to have been a rather uncritical ac- 
ceptance by investors of the proposition that the 
photographic industry is recession resistant, and 
that all companies in it, even the less attractive, will 
do relatively well. For the better situated companies 
their favorable prospects have been accepted with, 
if anything, too much enthusiasm. Little considera- 
tion has been given to the fact that between the 
announcement of a new product and its profitable 
manufacture and marketing there is usually an in- 
terval of a year or more. Many things can happen 
in a year to change the picture. For example, if some 
company should really bring out a quick-developing 
camera to rival the Land, as was recently rumored 
(and promptly denied) of Bell & Howell, the bright 
future which all the world sees for the Polaroid 
Corporation would be considerably dimmed. 

For these and similar reasons it seems timely to 
review the positions and prospects of the individual 
companies in this industry and appraise the attrac- 
tiveness of their stocks as investments at the prices 
currently prevailing. This we do in the paragraphs 
which follow: 


Eastman Kodak 


Recent results for Eastman Kodak, which occu- 
pies the dominant position in the domestic field, 
doing about half the business in photographic equip- 
ment and supplies, are not encouraging. Not only 
were first quarter earnings lower than a year ago 
on an increase in sales; but also the annual report 
for 1957 revealed that earnings from operations in 
that year were less than in 1956. Net income showed 
a gain last year largely because of: 

Slightly larger dividends from foreign sub- 
sidiaries. 

2. Inclusion in earnings of a write-up of the 
value of securities held. 

3. A substantial increase in “other income,” 
details of which are not available. 

4. A lower tax rate, due partly to over-provi- 
sion in two earlier years. 

The company is going ahead with the largest capi- 
tal expenditure program in its history, believing that 
“‘the time to build is in recession.” It is also stepping 
up its expenditures for promotion and research and 
has introduced a number of new products. 

Assuming that the intensified sales effort, the new 
products, and the additional production facilities 
available from last year’s capital expenditures per- 
mit earnings to make better comparisons during the 
balance of the year, we think a reasonable estimate 
of 1958 profits is about $4.50 a share. On this basis 
the present price of the stock is the highest in rela- 
tion to earnings for 20 years. The yield is lower than 
in eight of the last eleven years. Although the stock 
is of investment caliber, the present quotation seems 
to place an excessive value on the company’s strong 
trade position, its conservative finances, and its 
slightly better than average postwar earnings record. 


Bell & Howell 


The most important single factor in the record 
sales and earnings reported by Bell & Howell in 1957 


326 


was the 8 mm. electric eye movie camera for ama- 
teurs which uses light rays to set the lens automati- 
cally. But a total of fourteen new products were 
introduced during the year and accounted for about 
25% of sales. One of the more interesting was a 
projection lens with a variable focus which permits 
a home movie audience to “zoom in” for a close-up 
of an especially interesting scene. 

Equally important to future earnings was the pur- 
chase, near the end of last year, of Inserting and 
Mailing Machine Company of Phillipsburg, Pa., pro- 
viding the first diversification into business ma- 
chines for Bell & Howell, which has heretofore been 
primarily a producer of movie cameras, projectors, 
and equipment. While the acquisition occurred so 
late that it had no significant effect on 1957 sales 
and earnings, it is hoped to contribute increasingly 
to profits this year and in future years. 

Inserting and Mailing Machine Company is one of 
the leading producers of machines which can insert 
as many as eight enclosures in a letter, seal it, stamp 
it with metered postage, and stack it, all at the rate 
of 380,000 pieces daily. Such machines are widely 
used by insurance companies, mail order houses, 
banks, and other organizations which make mass 
mailings. 

The company believes that this acquisition and its 
new products will enable it to raise both sales and 
earnings about 10% this year. Despite the sizable 
advance of the stock since last December, the pres- 
ent price is not unreasonable, when compared with 
possible 1958 earnings of $4.40 a share. But the fact 
that the company’s 434% notes are convertible into 
stock at about 45, and its 5% debentures will become 
convertible in December into stock at 40 places a 
potential drag on the price. The low yield is also 
an adverse feature. 


Fairchild Camera and Instrument 


The prospects of Fairchild Camera for the cur- 
rent year were substantially impaired by the can- 
cellation in February of its important contract for 
the closed circuit aerial camera system for the B-58 
Hustler supersonic bomber, due to a change in the 
plane’s operations. Fairchild had received $18 mil- 
lion for work on this system in the past five years, 
and had anticipated substantial production business 
in 1958. 

The management is still hopeful that the year’s 
operation will result in a profit, despite a first quar- 
ter loss substantially larger than in the same period 
last year. Receipt in March of a $1.6 million order 
for 70 mm. aerial cameras which the company is 
already tooled up to produce is expected to contribute 
to this end. Fairchild has also announced a combined 
motion picture camera and processor which develops 
the films as the pictures are taken. This, however, 
will not be ready for marketing for some time. In 
the interval it may well prove a drain on, rather 
than a contributor to, earnings. We estimate that 
1958 net income, if any, will be small. 

Fairchild’s earnings have been more erratic than 
those of the other five companies reviewed, possibly 
because of the large amount of military business it 
does, which is subject to sudden and unpredictable 
changes. The company is making valiant efforts to 
build up civilian volume. In addition to making aerial 
surveys, manufacturing industrial cameras, and pro- 
ducing missile compo- (Please turn to page 343) 
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TEXTILE 
INDUSTRY 
STAND TODAY? 


— Mixed pattern of company 
prospects in Natural 
and Synthetic Fibers 


BY HAROLD B. SAMUELS 


Mc of American industry is just beginning to 
1¥ii feel the full impact of deteriorating business 
conditions, but recession is no stranger to the textile 
industry. As a matter of fact, 1957 stacked up as one 
of the worst years since the end of World War II, 
and the pill was all the more bitter because leading 
textile men truly believed that an upturn was just 
around the corner. The disappointment of 1957 has 
inevitably cast a shadow over the picture for 1958, 
forcing executives to toe the cautious line, even 
though some signs of at least a slight turn for the 
better are in the making. 

Just how bad 1957 was can be seen from a few 
vital statistics. The production of man-made fabrics 
slipped by about 3 per cent from the 1956 levels; 
cotton cloth output dropped 7 per cent; and wool 
cloth production fell about the same amount. More 
significantly, net profits slumped almost twenty per 
cent for the industry as a whole, and profit margins 
were an exceptionally low 2 per cent of sales. 

In addition, employment in the industry slipped 
below 1956 levels, and per capita consumption of all 
fabrics continued the decline that began in 1950. All 
in all, about the best to be said by year end was that 
it was hard to visualize a worse year in 1958. 


Basic Position of the Textile Industry 


Despite this bleak picture, it would be a mistake 
to write off the textile producers as a chronically 
depressed industry. For one thing, annual sales total 
a whopping $13 billion, and textile workers draw 
down a sizable $3.5 billion in salaries and wages. 
Moreover, the industry has not been as backward as 
some observers seem to believe. In the past ten years, 
for example, technological improvements have in- 
creased man-hour productivity by over 50 per cent— 
a record that few other industries can boast. Textile 
makers accomplished this by spending $4.6 billion 
for new plants, equipment and modernization of ex- 
isting facilities. 

Nevertheless, along with other segments of domes- 
tic industry, outmoded depreciation policies pursued 
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Position of Leading Textile Companies 

















—_—_—— ——1st Quarter- : Full Year 
Net Sales Net Profit Margin Earned Dividend Div. 
1957 1958 1957 1958 Net Per Share Per Share Per Share Price Range Recent Yield 
——(Millions)— % % 1957 1958 1956 1957 1956 1957 1957-1958 Price % 
American Viscose $ 64.1 $ 49.3 6.7% 14% $ 85 $.13 $2.93 $1.65 $2.00 $2.00 445-25 28 7.1% 
Beaunit Mills 83.6! 76.2! 5.91 3.2! 821 31! 3.00 1.50- 1.50° 1.00%  20%-10% 12 8.3 
Belding Heminway 6.4 6.0- 25 1.4- 39 .20 1.10 1.20 70 70 13%-10% W 6.3 
Bigelow-Sanford 20.7 15.8 2.0 143 38 4 73 2.64 27 1.00 75° 157%- 634 9 
Burlington Indust. 170.5 162.4 2.3 1.3 42 .22 1.63 1.64 1.00 80° 14%4- 9 12 6.6 
Cannon Mills n.a. n.a. n.a. n.a. n.a. n.a. 5.16 6.30 3.00 3.00 5434-4558 54 5.5 
Celanese Corp. 46.8 48.9 6.2 5.1 .30 23 2.08 1.94 .62'2 1.00 177%-107% 16 6.2 
Cluett Peabody 25.6 22.8 4.3 2.3 1.15 48 5.05 4.17 2.75 2.50 45-3112 40 6.2 
Cone Mills 37.7 n.a. 2.7 n.a. 28 18 1.53 1.24 .80 .80 1434- 9 12 6.6 
Dan River Mills 41.4 40.6 3.5 3.0 31 .27 1.18 1.22 1.00 80 1258- 85 1 7.2 
Firth Carpet 7.2 6.2 3.6 1 45 .02 1.40 1.40 .65 304 12\8- 612 7 4.2 
Industrial Rayon 17.5 11.6 §3 2.1 50 4 18 2.45 65 3.00 1.755 39%%-13%2 17 
Lowenstein (M.) 126.6 116.8 1.7 5 52 21 1.98 1.07 1.50° 80" 22 -11 14 5.7 
Mohasco Indust. 28.7 22.2 4.2 3.5 37 .23 1.08 96 T1la- 412 6 
Pepperell Mfg. n.a. n.a. n.a, n.a. n.a. n.a. 4.70 5.18 4.00 4.00 5812-46 55 7.2 
Reeves Bros., Inc. 42.3° 39.5° 1.4° 5° .60° .20° 1.26 76 1.00 .50 1238- 578 7 7.3 
Reliance Mfg. Co. 24.54 38.34 4.0! 2.44 2.084 2.014 2.12 2.25- 1.35 2.00 30 -20' 21 9.5 
Stevens (J. P.) & Co. 95.8 84.8 ace 1.7 52 35 2.08 2.10 1.50 1.50 2334-1612 21 7.1 
Textron, Inc. 63.8 56.1 3.5 6 58 .03 1.58 2.25 1.60 1.00° 212- 978 WW 9.0 
United Mer. & Mfg. n.a. n.a. n.a. n.a. .23 .02 2.44 1.66 1.00° 1.00 1514-1038 13 7.6 
-66 3.51 3.26 2.15° 2.00 


Van Raalte Co. 8.1 7.3 6.5 4.5 1.06 


n.a.—Not available. 

“__Defiicit. 

1—9 months ended 12/31/1956 & 1957. 
~—Estimated. 


°—Plus stock. 
6—Current Indicated rate 





American Viscose: Reduced earnings from operations still ahead, but share 
in Chemstrand earnings may lead to dividend stability. (B3) 


Beaunit Mills: Rayon tire yarns still depressed, but sales of goods for 
consumer purchases appear stable. No tear term improvement yet in sight, 
however. C3 


Belding Hemingway: Nylon plastics may contribute significantly to later 
earnings, but near term changes will be small. C2 


Bigelow-Sanford: Extraordinary costs and reduced sales led to dividend 
omission in December 1957. Better future earnings in the offing but re- 
sumption of payments quickly is doubted. C2 


Burlington Industries: Largest in the industry, and widely diversified, com- 
pany has maintained stable operations recently, but reduced dividends are 
not likely to be increased again soon. Company should respond well to 
pick up in industry conditions. B2 


Cannon Mills: Sale of towels, a cheap consumer item keeps operations and 
dividends stable. Yield is fair for issue of this class. 


Celanese Corp.: Chemicals and plastics taking on greater importance, but 
near term results will reflect textile conditions. Dividends still in doubt. B3 


Cluett, Peabody & Co.: Dealer inventory paring hurt recent results in the 
usually strong 4th quarter. Lower results ahead, but dividends of $2.50 
per share are not in jeopardy. B3 


Cone Mills: Reduced employment may affect sale of denims ond other work 
clothes, although improved gray goods operations may serve as an offset. 
2 


Dan River Mills: Diversification has improved industry position and may 
lead to more stable earnings. Issue is still highly speculative, however. C3 


3—9 months ended Mar. 31, 1957 & 1958. 
*—9 months ended Sept. 30, 1956 & 1957. 


29 = -21 25 8.0 


7—Directors Nov. 7/57, took no div. action. 
S—No further div. action in 1958. 


Firth Carpet: Highly speculative, with an erratic earnings picture, the stock 
is not suited to the average investor. C2 


Industrial Rayon: Industrial slump has seriously hurt sales and earnings. 
No pick up until auto and tire industries recover. B3 


M. Lowenstein & Sons: Net income dropped almost 50 per cent on 2 per 
cent drop in sales in 1957, reflecting severe cost squeeze. Dividends were 
cut, and may still be in danger. C3 


Mohasco Industries: Largest domestic carpet producer, the recession makes 
it difficult yet to evaluate success of the newly merged entity. No dividend 
payments likely in near future. D2 


Pepperell Mfg.: Heavy reliance on consumer products has kept earnings 
fairly stable. The high dividend return appears safe. B2 


Reeves Bros.: Highly competitive conditions have severely hurt earnings 
in recent years. No near term recovery in sight. 


Reliance Mfg.: Well run, with fair record, slump in employment may hurt 
werk clothes sales in 1958. Nevertheless, operations should be somewhat 
improved. 


Steven (J. P.) & Co.: High ranking member of the industry, company should 
be among first to gain from better textile conditions. 


Textron, Inc.: Only about 25% of sales are now textiles. Company has 
diversified too fast for current evaluation. C2 


United Merchants & Mfg. One of the major textile companies, operations 
are well diversified, but dividends are in doubt unless a quick upturn 
occurs. B3 


Van Raalte: Womens hose constitute most of company’s business. Opera- 
tions foir, but lacks growth appeal. B2 
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by the government have tended to punish the more 
aggressive companies by taxing away the cash 
needed to pay for the improvements. Undoubtedly 
the tax revisions now being considered by the Con- 
gress would be a real boon to the taxtile companies, 
increasing their profitability and easing their financ- 
ing problems considerably. 

Tax problems are not the only source of punish- 
ment the textiles receive from the government, how- 
ever. With over 8,000 mills in the country, market 
conditions are understandably highly competitive 
and prices of finished goods rise only with great 
difficulty. Nevertheless, government farm support 
programs impose a rigidity on raw materials prices 
which no amount of operational improvement or tal- 
ented buying policies can overcome. The result is a 
cost structure that presses hard against profit mar- 
gins in all but the very best years. 

On the positive side, however, the government did 
take steps in 1957 to limit the imports of Japanese 
cottons through a negotiated agreement with the 
government of Japan. The agreements come up for 
review each year, but at least the unrestricted flow 
of cheap oriental goods has been checked to some 
cegree. 


The 1958 Picture 


Despite the industry’s reluctance to express optim- 
ism in 1958, there are some straws in the wind that 
indicate at least slightly better days in the latter 
part of the year. In the first quarter, the pattern 
of 1957 was continued, but by the beginning of the 
second quarter the long decline in sales and prices 
had come to a noticeable halt. In itself, this is not a 
guarantee that business will pick up from current 
levels quickly, but at least the groundwork is be- 
ing laid. 

The situation is aided further by the decided sta- 
bility in soft goods sales since the recession started, 
as opposed to the miserable showing of hard goods, 
and the upturn in production of some leading syn- 
thetic fibres. Chemstrand, a leading producer of 
synthetics, recently declared that the second quarter 
would be decidedly better than the first, and signs 
from the rest of the industry seem to confirm that 
view. Du Pont has recalled most of the nylon work- 
ers furloughed earlier in the year and is now back 
at full production; and cotton print cloth, the im- 
portant bellwether of the industry’s price structure, 
has been selling at 14 to 1s¢ above the 12 year low 
hit in April of this year. 

By the opening weeks of May several key pro- 
ducers were experiencing a definite quickening in 
the pace of buying activity. Most encouraging is the 
depressed state of retail inventories after two years 
of hand-to-mouth buying. Although there has been 
no rush to buy yet, the recent firmness in the market 
and the continued high level of consumer sales lends 
hope for a much better third and fourth quarter. 


Bucking the Recession 


Undoubtedly the textiles would stand a _ better 
chance of pulling out of the doldrums if the overall 
state of the economy were in better shape. On one 
level, the industry is benefiting from the swing away 
from hard goods and the consumer’s apparent will- 
ingness to continue soft goods purchases. But on 
the other hand, fully 40 per cent of the industry’s 
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output normally goes to industrial users, most of it 
to the severely depressed auto industry. In recent 
weeks a new ray of hope has crept into the field 
since the auto industry announced its intention to 
begin work on new models much earlier than hereto- 
fore. So far, however, demand from the auto makers 
is still far below normal. 

But despite the poor industrial market, other fa- 
vorable signs are appearing. Raw cotton and wool 
prices, for one thing, are considerably below last 
year’s high levels and from all indiactions they will 
stay down. Cotton, especiaily, should remain below 
1957 prices since the heavy rains that ruined so 
much of the previous year’s crop have not recurred. 
Thus the mills stand to increase their profit margins 
this year, even if over all profits will not be exciting. 


Earnings Will be Down in 1958 


Despite the improvements that are beginning to 
peek through for the industry, earnings in 1958 are 
not going to make pleasant reading for most stock- 
holders. The momentum is still downward, and al- 
though a reversal may be in the offing it will be 
too little and too late for this year’s results to show 
any noticeable improvement. As a result dividends 
for many of the companies must still be considered 
uncertain even after the large number of cuts and 
omissions that have already been reported in late 
1957 and early 1958. The hope, however, is that by 
late 1958 the upturn will have gained enough im- 
petus that 1959 will be a real recovery year. Unfor- 
tunately, the general business recession poses a con- 
stant threat to full recovery, but if the optimists 
are correct in their declarations that the recession 
is currently bottoming out, the textile producers 
should be among the first to benefit. 

As a matter of fact, for the better situated com- 
panies, a relatively small improvement in operations 
can lead to handsome results. Expansion programs 
for most of the larger companies have been virtu- 
ally completed, and financial positions are generally 
good. Moreover, asset value per share is higher than 
in most industries and represents a high ratio of 
earning assets for the stockholder. 

With full recovery still in the future, the purchase 
of any textile stocks must be considered risky, but 
some of the companies appear to measure up fairly 
well. Among the larger and more diversified organi- 
zations, J. P. Stevens has managed to maintain a 
fairly stable earnings record over the last few gen- 
erally depressed years. The weakness in finished 
goods markets in the past two years makes Steven’s 
performance all the more noteworthy. 

Diversification of product liens and highly efficient 
operations have worked out particularly well for 
the company. Cotton goods production, which ac- 
counts for about 45 per cent of sales, was depressed 
in 1957 but the market for synthetics, accounting 
for approximately 38 per cent of revenues, remained 
firm, shoring up the overall sales picture. 

Despite its better showing in 1957, however, and 
its record of usually outperforming the industry, 
1958 has begun on an inauspicious note. First quar- 
ter sales receded along all product lines and per 
share earnings dropped sharply to 35¢ per share 
from 52¢ in the same period a year ago, and 73¢ in 
the fourth quarter of 1957. Renewed weakness in 
synthetics contributed significantly to the drop, but 
from recent market (Please turn to page 345) 
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Cross-Currents 

At this writing, the stock 
groups meeting materially better 
demand than the general market 
are principally: agricultural ma- 
chinery, aircrafts, coal, coppers, 
drugs, finance companies, dairy 
products, gold mining, domestic 
crude oil producers, motion pic- 
tures, rails, shipbuilding, ship- 
ping, steel and tobaccos. The re- 
verse is so of the following: build- 
ing materials, chemicals, elec- 
trical equipment, machine tools 
and general machinery, metal fab- 
ricating, paper, rail equipment, 
most retail stocks and tires. Bear 
in mind that, while the funda- 
mentals are not long ignored, 
transient technical factors have 
much to do with the market cross- 
currents at any given time. To- 
day’s strong or weak stock group 
might be more or less so tomor- 
row. 
Holding Up 

Although a goodly number of 
companies have reduced or omit- 
ted dividends, the majority of 
them are of the marginal type. On 
the other hand, a few dividend in- 
creases continue to come along; 
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and many stockholders are receiv- 
ing payments at higher rates 
which were put into effect in the 
1957 months mostly before the 
business recession became pro- 
nounced. As a result, a new first- 
quarter record was established in 
total payments on equities listed 
on the New York Stock Ex- 
change. However, the gain on a 
year-to-year basis was only 2‘. 
With more dividend cuts ahead, a 
full-year gain appears unlikely. 
But so does any important shrink- 
age. The 1958 total might approx- 
imate last year’s or run 2% to 
5% below it, depending largely 
on the year-end extras voted in 











November-December, in line wit 
business conditions and manage- 
ment sentiment at the time. 


Cigarettes 

The recent fairly sharp, but 
brief, spill in cigarette stocks was 
ascribed to rumors of coming pub- 
lication of another ‘“‘cancer-link”’ 
report—this one based on studies 
of patients in Veterans’ hospitals 
—but much of the damage was due 
to a temporarily weakened tech- 
nical position. All of the stocks 
had risen considerably, and some 
largely, over the past year or so 
In case a few investors are not 
yet aware of it, we point out 











Bristol-Myers Co. 

Louisville Gas & Elec. 
Tennessee Gas Transmission 
Brunswick-Balke-Coll. 
International Silver Co. 
Sterling Drug, Inc. 

Holland Furnace 

Napco Chemical Co. 
American Snuff 

Brooklyn Union Gas 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 





1958 1957 
Quar. Mar. 31 $1.32 $1.17 
Quar. Mar. 31 .87 -61 
Quar. Mar. 31 .57 -28 
Quar. Mar. 31 50 10 
Quar. Mar. 31 -67 mt 
Quar. Mar. 31 -64 58 
12 mos. Mar. 31 1.00 43 
Quar. Mar. 31 .83 75 
Quar. Mar. 31 1.63 1.16 
Quar. Mar. 31 1.75 1.47 
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again that the industry has been 
living with “cancer-link” reports 
—mainly from American Cancer 
Society — for more than four 
years, despite which its unit and 
dollar sales are at record levels. 
Reynolds Tobacco “B” remains the 
best investment-grade stock in the 
group. At its recent reaction 
low around 73, off from high of 
78, the yield was close to 5% on 
the present $3.60 dividend, which 
probably will be raised again later 
this year to $3.80 or more in the 
fifth boost since 1953. The stock 
is still an excellent income holding 
and sound buy on moderate price 


Laggards 

Among stocks faring definitely 
worse than the industrial list at 
this time are: Allis-Chalmers, 
American Brake Shoe, Babcock 
& Wilcox, Beckman Instruments, 
Borg-Warner, Bridgeport Brass, 
Chrysler, Diamond Alkali, Dow 
Chemical, Ford Motor, duPont, 
Eastern Air Lines, General Elec- 
tric, Goodrich, Johns-Manville, 
Westinghouse Electric. 
Movies 

Although far down in its long- 
term range, at a level roughly 
two-thirds under its all-time 1929 











and Paramount. 


Outstanding 


In the movie industry the out- 
standing success story in recent 


years has been written by the 
United Artists Corp. It was a 
moribund enterprise when the 


present management stepped into 
control. Comparing 1957 with 
1951, gross revenue rose 263°, 
from $19.6 million to about $70.4 
million; and net income gained 
each year, for a net rise of over 


930° from $313.4 thousand to 
over $3.26 million. Profit was 


$3.05 a share last year, against 
$2.90 in 1956 and less than 60 
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Business 


THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY 


Business 


Industrial Production 


(FRB INDEX 1947-1949-100) 


Trend 
Forecaster * 


INTERESTING TO NOTE — 
The rise in industrial production 
line between 1956-57 was offset 
by economic decline in that ‘| +?2+—+——_#&> 
period, accurately forecasting | *') {EE 
heavy inventory accumulations. 


y 1949 y 19590 y 


* 

Wis the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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W. Dodge data. 2 month moving average. In constant dollars. 
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This we have done in our new Trend Forecaster (developed 
over a period of several years), which employs those indicator: 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook—the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


In April, and probably in May as well, preliminary indica- 
tions are that declines continued to dominate the Trend Fore- 
caster. However, it is growing increasingly clear that the rate 
of decline in the Forecaster has abated significantly, and it 
seems probably that the Relative Strength Measurement, 
which is a sensitive indicator of changes in the direction of 
business, passed its trough for the current recession at year-end. 

In April, new incorporations and business failures were still 
declining; housing starts and stock prices were rising. Raw 
commodity prices fell in April, but recovered slightly in May, 
and stock prices rose further in May. The long declines in 
average hours worked and in durables orders at least slowed 
in April, and may have ended in May. 

These trends in the component series suggest that the Rela- 
tive Strength Measure will behave in the second quarter 
considerably better than in the first quarter. Given the char- 
acteristic lead of the measure, this suggests that an important 
test area for the business trend is building up for the fourth 
quarter of the year. It is too early to say that an upturn is 
indicated, but decision makers should now recognize the pos- 
sibility of at least a temporary improvement at that time. 
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CONCLUSIONS IN BRIEF 


PRODUCTION~—general trend of output now about 
stable; declines continuing in finished goods lines, but 
now being offset by gradual strengthening in raw 
materials output. Outlook for total production: little 
change through third quarter. 


TRADE—trend is about stable; no sign of strengthen- 
ing in hard goods, but no apparent weakening in soft 
goods. Department stores may now be passed their 
recession trough. Auto volume continues low. No sig- 
nificant improvement visible into late Fall. 


MONEY AND CREDIT-—little recent change in interest 
rate structure, and money now readily available. 
Decisions of Treasury with regard to substantial financ- 
ing needs of next few months paramount in money 
outlook. Best guess: middle-term borrowing will be 
used, with little impact on rate structure. 


COMMODITIES—raw commodities strengthened a lit- 
tie in May, but basic wholesale price level is still 
weakening slowly. No genuine, broad price uptrend 
is now likely at any point in 1958; in fact, the trend 
of prices is likely to be down. 
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MONEY AND BANK CREDIT 
(WEEKLY REPORTING MEMBER BANKS) 
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bs SECOND quarter of 1958 is now taking this general 
shape: the personal sector is displaying considerable 
firmness, with retail trade and personal incomes about 
stable; business demand is sharply reduced, as plant and 
equipment spending is falling and inventories ore being 
allowed to decline at precipitous rates; and government 
spending is increasing slowly at both federal and local 
levels. 

In terms of the gross national product, this spells a quarter 
only slightly below the first quarter of the year, which was, 
in turn, very pronouncedly below the fourth quarter of 1957. 
In terms of the gross national product measure, therefore, 
one could say that the rate of decline has slowed. In fact, 
even more than this could be said: while the average rate 
of national output in the second quarter will probably be 
below the first-quarter average rate, since April the value 
of output has evidently been stable or rising slightly. 


This is the beginning of encouraging news; it is the first 
real ground for arguing that the scope of recession has 
ceased to broaden, and perhaps begun to contract. One 
need hardly add that there is no assurance that decline will 
not commence again, but at least present indications are 
that a phase of serious adjustment now lies behind, rather 
than ahead. To this extent, the sentiment of businessmen 
warrants some improvement; excessive caution can be as 
costly, now, as excessive optimism might have been in 
mid-1957. 


The principal areas of short-term strength in business are 
now (a) housing, where the advance reports of FHA and VA 
borrowing activity appear strongly favorable, and (b) in- 
ventory, where the rate of run-off of inventories is gradually 


(Please turn to following page) 
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Essential Statistics 








THE MONTHLY TREND 







































































































































































Unit 
INDUSTRIAL PRODUCTION* (FRB) 1947-'9-100 

Durable Goods Mfr. 1947-'9-100 

Nondurable Goods Mfr. | 1947-'9-100 

Mining | 1947-'9-100 

RETAIL SALES* $ Billions 

Durable Goods $ Billions 

Nondurable Goods $ Billions 

Dep’t Store Sales 1947-'9-100 

MANUFACTURERS’ 

New Orders—Total* $ Billions 
Durable Goods $ Billions 
Nondurable Goods $ Billions 

Shipments* $ Billions 
Durable Goods $ Billions 
Nondurable Goods_____ | $ Billions 

BUSINESS INVENTORIES, END MO.¥* | $ Billions 

Manufacturers’ $ Billions 

Wholesalers’ $ Billions 

Retailers’ $ Billions 

Dept. Store Stocks. 1947-'9-100 

CONSTRUCTION TOTAL $ Billions 

Private $ Billions 
Residential $ Billions 
All Other. $ Billions 

Housing Starts*—a Th d 

Contract Awards, Residential—b__| $ Millions 
All Other—b $ Millions 

EMPLOYMENT 

Total Civilian Millions 

Nonfentn Millions 
Cisne Millions 
Trade Millions 
Factory Millions 

Hours Worked Hours 

Hourly Earnings Dollars 

Weekly Earnings. Dollars 
PERSONAL INCOME* $ Billions 

Wages & Salaries. $ Billions 

Proprietors’ | $ Billions 

Interest & Dividend $ Billions 

Transfer Payment: $ Billions 

Farm Income $ Billions 

CONSUMER PRICES 1947-'9-100 

Food. 1947-'9-100 

Clothi 1947-'9-100 

H 9 1947-'9-100 

MONEY & CREDIT 

All Demand Deposits* $ Billions 

Bank Debits*—g $ Billions 

Busi Loans Outstanding $ Billions 

Instalment Credit Extended* $ Billions 

instalment Credit Repaid* $ Billions 

FEDERAL GOVERNMENT 

Budget Receipts $ Billions 

Budget Expenditures. $ Billions 

Defense Expenditures__._._________ $ Billions 

Surplus (Def) cum from 7/1_______ $ Billions 



































Latest Previous Year 
Month Month Month Ago 
Mar. 128 130 145 
Mar. 135 137 163 
Mar. 124 125 131 
Mar. 113 119 132 
Apr. 16.4 16.1 16.4 
| Aor. 5.1 5.0 5.6 
Aor Va W.1 10.7 
Aor. 134 131 131 
Mar. 23.9 24.1 28.1 
Mar. 10.5 10.6 13.9 
Mor. 13.4 13.5 14.2 
Mar. 25:2 25.6 28.4 
Mar. 117 12.0 14.2 
Mar. 13.4 13.5 14.2 
Mar. 28.5 89.3 89.9 
Mar. $2.1 $2.5 53.3 
Mar. 12.4 12.5 12.8 
Mor. 24.1 24.3 23.7 
Mar. 143 146 150 
Aor 3.7 3.3 oF 
Aor 2.6 2.4 2.6 
Aor 3 12 1.3 
Aor 1.3 12 Ss 
Aor 950 RRN 962 
Aor 1.240 1,071 1,232 
Aor 1,641 1.659 1,544 
Aor 62.9 62.3 64.3 
Aor 50.2 50.2 52.3 
Aor 7.6 7.4 7.4 
Apr. bP 112 11.4 
Apr. V4.3 11.6 13.0 
Apr. 38.3 38.6 39.8 
Apr 2.47 2.11 2.05 
Apr 80.81 81.45 81.59 
Aor. 343 342 341 
Apr. 233 234 237 
Apr. 51 51 51 
Aor. 32 32 31 
Apr. 25 24 21 
Apr. 17 17 16 
Apr. 123.5 123.3 119.3 
Apr. 121.6 120.8 113.8 
Apr. 106.7 106.8 106.5 
Apr. 127.7 127.5 125.2 
Mar. 106.4 105.5 107.0 
Mar. 76.4 79.5 82.7 
Mar 31.0 31.0 31.4 
Mar. 3.2 3.2 3.4 
Mar. 3.4 3.4 3.3 
| Apr. 3.5 9.5 43 
| Apr. 6.1 5.7 6.0 
Apr. 3.6 3.5 3.8 
| Apr. (6.0) (3.4) (3.2) 








PRESENT POSITION AND OUTLOOK | 





building the base for reversal of inven- 
tory policy. If these strengths develop 
more firmly, the implications are quite 
favorable for building materials, steel, 
copper, petroleum, and a number of other 
raw materials hard hit by liquidation in 
earlier months of the recession. 


* * * 


PERSONAL INCOME: if the figures stay 
where they are now, consumer spending 
power has behaved encouragingly during 
the recession. According to Department of 
Commerce estimates, personal income ap- 
pears to have reached a trough as long 
ago as last February, and rose fraction- 
ally in March and April. The rise is not too 
significant; it is owing, in its entirety, to 
the rising volume of transfer payments 
such as unemployment insurance, vet- 
eran’s benefits, and social security pay- 
ments. Nevertheless, these are dollars, just 
as wages and salaries are dollars. More- 
over, in the months ahead, governmeni 
payrolls will be rising—owing to higher 
military payrolls and post-office raises— 
to help offset any further decline in indus- 
trial payrolls. Other forms of personal in- 
come — proprietors’ incomes, rental in- 
comes, dividend incomes, interest incomes 
—have held firm throughout the recession. 


* * * 


Note to Legislators: In early 1958, for 
the first time in the postwar years, the 
number of unemployed in the nation ex- 
ceeded the total number of Americans 
employed in farming. This peculiar result 
was occasioned by (a) a continuation of 
the slow but persistent decline in the rela- 


tive importance of the farm sector in the | 


American economy, combined with a pro- 
nounced rise in the volume of industrial 
unemployment. The lowest winter level of 


farm employment in the last decade just | 


happened to coincide with the highest un- 


employment of the last decade. Neverthe- | 
less, it is an interesting connection; it | 
points up, perhaps more sharply than any | 


recent set of figures, the intensely special 
character of farm legislation, and the 
relatively small group that benefits from 
the tremendous federal outlay in support 
of agricultural programs. 


* * * 


ON WAGES AND THE COST OF LIV- 
ING: in April, average weekly earnings 
of factory workers in manufacturing in- 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
OK In Billions of Dollars—Seasonally Adjusted, at Annual Rates : 
dustries were only about 1% below a 
wen- ff onias —— = year ago. Actual hourly wage rates were 
jelop ' W mu about 3% above a year ago, but the 
e Quarter Quarter Quarter Quarter : 
quite | — | length of the work week had declined 
steel, || GROSS NATIONAL PRODUCT___| ——424.0(e) 432.6 440.0 429.9 sharply in the interim. Moreover, prices 
the, || Personal C P 281.0(e) 282.4 283.6 276.7 ‘ a ie tlie 2 f 
other |] private Domestic Invest. 53.5(e) 613 66.5 63.6 had also risen in the interim; in terms o 
an in Net Foreign Investment __ 1.5(e) 2.0 3.2 4.1 real buying power, weekly earnings of 
Senne Veena | 88.0(e) pod 86.7 85.6 factory workers were almost 5% below 
Federal | 4°5°.7(e) 49.7 50.6 50.3 f . 
State & Local 38.3(e) 373 36.1 35.3 early 1957. In durables manufacturing, 
| where the work week has been espe- 
PERSONAL INCOME | 342.3(e) 345.5 346.9 338.3 sis tant hie te i a P 
| Stay faux & Nontax Payments__.___ 43.0(e) 43.4 43.6 42.2 cially har it by recession, the rea 
iding Disposable Income 299.3(e) 302.1 303.3 296.1 purchasing power of the average 
. Consumption Expenditures. —_ 281.0(e) 282.4 283.6 276.7 . . . 
uring 7 Teen ak | - oP 93 weekly paycheck is no higher than it 
ersonal Saving 18.3(e) 8 % 
ont of was in the early months of 1955. 
e ap- CORPORATE PRE-TAX PROFITS 41.8 43.9 
P I Corporate Taxes 21.3 22.4 * * « 
long Corporate Net Profit 20.4 21.5 
See 12.6 12.4 INDUSTRIES HIT BY RECESSION—cs a 
t Retained Earnings | 7.8 9.1 ; . . 
tee guide to the impact of the 1958 recession, 
ty, to |] PLANT & EQUIPMENT OUTLAYS____ 34.0(e) 36.2 37.8 36.9 | here are a few comparisons with the last 
ments THE WEEKLY TREND recession. Production of primary metals is 
vet-  - ; now sharply below the average level of 
pey- : | = — output in 1954. Producticn cf transporta- 
me Unit Ending Week Week Ago . : : i, : 
s, just } _ tion equipment (including automobiles) is 
More- |] MWS Business Activity Index*___ | 1935-’9-100 May 17 | 263.8 259.5 288.9 back about to its 1954 level. Machinery 
ameni MWS Index—per capita*__ | 1935-’9-100 | May 17 197.4 194.3 220.6 boat ee, 
‘ch Stee! Production % of Capocity | May 25 56.4 523 86.4 production is just a shade below 1954, as 
UQNET Ht puro and Truck Production Th ds | May 24 | 112 114 159 is output of fabricated metal products. 
1ises— |} Paperboard Production Th dTons | May17 269 265 287 Wood products output is well below 1954. 
indus- |} ’eperboard New Orders_____ Thousand Tons | Mcy17 | 249 285 256 But i ft de. th t ‘3 | ln aie 
Li Electric Power Output*____ | 1947-'49-100 | =May17 | 224.7 226.8 me | OS ee ee ee ee eee 
IGT IN FE eight Carloadings Th d Cars May 17, 561 535 723 | versed. Chemicals and paper are still far 
al in- Engineering Constr. Awards___ | $ Millions | May 22 588 435 339 and away out-producing their 1954 per- 
comes | Ocpertment Store Sales___ 1947-'9-100 May 17 | 127 138 129 | f : Saad 4 be 
: Demand Deposits—c_____| $ Billions May 14 | 54.7 54.9 55.1 ae oe a a See 
SION. F Business Failures______ | Number May 15 | 327 279 264 lines. Textiles are the only soft goods 
struck harder in 1958 than in 1954. 
*—§ lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted dota. (c)—Weekly reporting member banks. (d) Excess of dispos- 





8, for | oble income " ever personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. 
s, the (na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
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ricans 
result 1958 Range 1958 1958 
ion of No. of 1958 Range 1958 1958 (Nov. 14, 1936 Cl.—100) High Low May 16 = May 23 
Issues (1925 Cl.—100) High Low May 16 May 23 100 High Priced Stocks .............. 211.4 189.7 208.7 211.4H 
2 rela- |) 300 Combined Average .............. 322.1 283.9 316.5 322.1H 100 Low Priced Stocks ................ . 334.7 384.9 393.1H 
in the | 4 Agricultural Implements ........ 261.9 196.5 244.2 261.9H S Tae TI ons nssecisscsssiceeee : 530.5 751.9 772.5H 
a pro- 3 Air Cond. ('53 Cl—100) .... 106.8 87.8 102.5 104.2 4 Investment Trusts ataneate 144.4 155.4 156.8 
lustrial | 9 Aircraft (‘27 Cl.—100) . 1100.1 982.2 1060.8 1100.1H 3 Liquor (27 Cl.—100) 913.4 1038.8 1047.7 
vel of | 7 Airlines (‘27 Cl.—100) ......... 727.5 638.8 698.0 727.5 8 Machinery 343.8 350.7 357.6 
E 4 Aluminum (‘53 Cl.—100) ..... 309.1 253.4 271.1 278.7 3 Mail Order 143.3 182.5 185.2H 
Je just 4 amusements ss... 149.9 125.0 148.8 149.9H 4 Meat Packing 123.6 142.4 145.7 
est un- | & Automobile Accessories ; 316.0 298.9 316.0 316.0 5 Metal Fabr. (‘53 Cl.—100) .... 161.1 138.1 138.1 139.5 
rerthe- 6 Automobiles. ..oow.. 50.3 40.8 49.5 50.3H 9 Metals, Miscellaneous ............ 305.2 276.3 289.4 299.9 
; 4 Baking (‘26 Cl.—100) ............ 34.3 28.5 33.8 34.3H as ssideceesecteacs rere 934.4 841.8 926.0 926.0 
ion; it .4 Business Machines __........... 984.6 898.2 967.3 984.6 22 Petroleum _............... 726.1 629.7 713.3 719.7 
ain any | ¢ RE RE tance 545.5 509.5 535.2 545.5 21 Public Utilities .............. 292.2 258.9 289.6 292.2H 
special | 5 Coal Mining 21.9 18.4 21.4 21.9H 7 Railroad Equipment 68.0 59.2 67.4 67.4 
) 4 Communications .................... 100.0 85.7 100.0 100.8 20 Railroads 49.6 43.0 48.0 48.8 
id the BO Construction on... ..esnes 122.1 107.5 119.0 118.0 3 Soft Drinks 541.8 445.6 533.0 537.4 
s from |}7 Containers oo cccceceeeee 879.0 707.3 879.0 879.0 UE ME Oe IG ice cccctecsccsccsccsss 278.1 249.3 263.7 278.1H 
upport 7 Copper Mining peat cat 223.0 184.6 208.4 215.7 4 Sugar 122.5 102.8 119.5 122.5H 
2 Dairy Products ‘a 132.8 115.6 130.5 132.8H 2 Sulphur 688.6 543.4 683.3 688.6H 
6 Department Stores ..._...... 93.9 78.9 90.9 91.6 10 Television (‘27 Cl.—100) ...... 34.8 28.8 34.0 34.8H 
5 Drugs-Eth. (‘53 Cl—100) .. 280.3 217.2 275.6 278.0 Reece 122.6 106.9 i18/7 122.6H 
6 Elec. Eqp. (‘53 Cl.—100) .... 207.2 195.8 201.5 207.2 3 Tires & Rubber 160.9 142.3 142.3 145.4 
2 Finance Companies y 669.1 568.8 646.8 669.1H 5 Tobacco 139.6 110.9 139.6 137.5 
F LIV- | 6 Food Brands ..................... 313.1 255.5 303.1 313.1H 2 Variety Saves ..............-.....00. 285.4 239.3 278.8 283.2 
arnings 3 Food Stores ................. 220.5 182.2 220.5 220.5 17 Unclassif’d (‘49 Cl. —100) . is 166.0 145.4 166.0 166.0 
ing in- 4 H—New High for 1958. L—New Low for 1958. 
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Trend of Commodities 





SPOT MARKETS-—Sensitive commodities continued on the up- 
grade in the two weeks ending May 23, with foods still in the 
lead. The BLS daily price index of 22 commodities rose 0.8% 
with the food component of the index up 1.7%. Industrial 
raw material prices were little changed, with improvement in 
the metals’ component reflecting higher steel scrap prices 
rather than any general strength. 

During the period, prices in general have been moving 
counter to the trend of the sensitive commodities. The BLS’ 
comprehensive wholesale price index lost 0.2% in the two 
weeks ending May 20. All commodities other than farm prod- 
ucts and foods, fell 0.4% and are giving increasing evidence 
of a developing downtrend in this sector, after weeks of side- 
wise movement. 
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FUTURES MARKETS—Futures prices were generally higher in 
the two weeks ended May 23. Disturbances in North Africa 
and the Middle East, coupled with the tumultuous French 
situation appeared to stimulate buyers. The Dow-Jones Com- 
modity Futures Index rose 1.14 points during the period, to 
close at 157.74. 

Wheat futures were about 1 cenit higher during the fort- 
night, aided by unfavorable crop news from the U.S. spring 
wheat belt and the wheat growing areas of Canada. The huge 
winter wheat crop, however, is now virtually safe from weather 
damage, with harvesting to start soon in the South. The 
Government loan on the new crop is equivalent to about $2.12 
in Chicago and this should bolster futures, which are selling 
well under this figure. 








BLS PRICE INDEXES Latest 2Wks. 1Yr. Dec. 6 





1947-49—100 Date Date Ago Ago 1941 

All Commodities May 20 T1983 19905 VF @2 
Farm Products May 20 973 98.1 89.5 51.0 
Non-Farm Products | May 20 125.2 125.6 125.2 67.0 
22 Basic Commodities May 23 85.8 85.1 88.4 53.0 
9 Foods May 23 92.6 91.0 82.3 46.5 

13 Raw Ind‘l. Materials May 23 81.2 81.1 92.8 58.3 

5 Metals May 23 82.8 82.2 102.8 54.6 

4 Textiles May 23 76.6 759 846 56.3 








MWS SPOT PRICE INDEX 


14 RAW MATERIALS 
1923-1925 AVERAGE—100 

















AUG. 26, 1939—63.0 


Dec. 6, 1941—85.0 





1958 1957 
High of Year 150.2 166.3 
Low of Year 147.3 149.5 
Close of Year 150.0 


1953-1951 1945-1941 
162.2 215.4 989 857 
1479 1764 967 743 150 
152.1 180.8 98.5 83.5 








DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 


| 1958 1957 1953 1951 1945 1941 








High of Year 158.2 163.4 1665 2145 1064 84.6 
Low of Year 154.1 153.8 1668 189.4 105.9 84.1 
Close of Year 156.5 147.9 176.4 96.7 743 
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ae he new Beneficial office at Paramus, N. J.—a nearby 
93 | suburb of New York—is the 1100th unit in what has 
long been the world’s largest system of finance oflices. 
+9] 

Located in the busy Garden State Plaza Shopping 
+89 | Center, the Paramus office demonstrates an established 
187 | Beneficial policy: to make its friendly, realistic 

: | ; : “ ¢ 

assistance conveniently accessible to as many 

185 a : 
families as possible. 

+ 83 Because Beneficial’s service is geared specially to 

Z 165 family requirements, it has shown a noteworthy 
vitality over the 44 years of its history, a period 

+ 160 encompassing all phases of the economic cycle— 
boom, recession, war and peace. 

+155 | 

+150 »»-@BENEFICIAL loan is for a beneficial purpose. 

| 

1145 


65) bs b, ° me Co- 


Beneficial Building, Wilmington, Delaware 





1100 OFFICES IN THE UNITED STATES, CANADA, HAWAII AND ALASKA 























Annual Study... 
Position of Utilities Today 
—and Looking to 1959 





(Continued from page 319) 


American Electric Power Co. 
Smaller transmission grids (the 
Iowa grid, for example) also 
have been undertaken in an effort 
to reduce operating costs for an 
entire area. Future savings will 
increasingly be derived from this 
sort of organization as the tech- 
nical efficiency of generating 
units approaches the realizable 
theoretical limit. 


Nuclear vs. Thermal Costs 


The rise in fuel costs is one of 
the main reasons for anticipating 
that nuclear plants will gain in 
future importance. In order to be 
widely used, however, the urani- 
um, plutonium or other nuclear 
fuel must be available in the mar- 
ket and free of government sub- 
sidy. Early tests of the Shipping- 
port Pressurized Water Reactor 
indicate that the operating cost 
is approximately equivalent to 
the highest cost thermal station 
on the company’s lines ignoring 
the question of load factor. Ac- 
cording to the Technical Director 
of the Westinghouse Atomic De- 
partment in a statement made at 
a recent conference, fuel costs for 
a new 125,000-150,000 kilowatt 
Pressurized Water plant would 
be about 5.5 mills per kwh and 
total power costs about 14 mills 
which represents a_ substantial 
reduction from  Shippingport’s 
experimental cost of 64 mills per 
kwh (at a low load factor). Even 
at these prices, however, thermal 
capacity is likely to be less ex- 
pensive to operate for a number 
of years to come. 


Air Conditioning & Appliances 


Weather is also becoming in- 
creasingly important to utility 
earnings as electrical heating and 
cooling take up a greater propor- 
tion of the load. Air conditioners 
are now in close to five million 
homes, and have had a sufficient 
impact to change load character- 
istics in over three-quarters of 
the country. The more exotic heat 
pumps are still numbered only in 
the thousands but new technical 
developments are expanding the 
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geographical area in which they 
can be used efficiently. Because of 
their initial cost, it is likely that 
they will be installed primarily 
in new construction, the level of 
which is uncertain over the next 
year or so. Government programs 
for stimulating residential build- 
ing, however, should contribute 
to broadening the potential mar- 
ket for this product. Sales of 
most appliances have been rela- 
tively poor in the last year, but 
so far growth of electric sales has 
not been affected. Assuming the 
rate of family formation does not 
change significantly in the next 
few years, the impact of this 
sales decline should be minor. In 
part this recognizes that installa- 
tion of an appliance generally re- 
sults in increasing use over a 
period of time. 


Construction Expenditures 


Construction expenditures in 
1958 are expected to be close to 
$5 billion, despite some deferrals 
of construction to subsequent 
years. While this represents an 
all time peak, it does not appear 
hkely that expenditures will be 
substantially below this level for 
a number of years to come. Gen- 
erally the larger units which are 
planned for the future tend to be 
more expensive, at least initially, 
and nuclear plants will add signi- 
ficantly to the construction bill. 
As expenditures for generating 
facilities continue to rise, outlays 
for transmission and distribution 
also are expected to increase rela- 
tive.y. Regionally the largest «x- 
penditures are planned for ‘he 
east south central and middle « t- 
lantic states, with the industri: ! 
east north central area close be 
hind. The west north central an 
New England states continue to 
show the smallest growth 


Financing 


Financing patterns over the 
coming several years are likely 
to inciude less common stock than 
has been the case in the past sev- 
eral years. Last year, electric 
companies sold or offered $462 
million of common equity out of 
total security sales of $2.5 billion. 
(The latter figure reflects an all 
time peak). The electric com- 
panies have used the good earn- 
ings and high market prices of 
recent years to strengthen their 
equities and provide a base for 
greater flexibility in future fi- 


nancing. Also they were for- 
tunate to be able to sell this 
equity during the period of high 
debt costs. With the easing of in- 
terest rates it has again been 
advantageous for some of the 
utilities to refund debt issued 
during the past year, thereby 
gaining the advantage of selling 
equity at a high price and keep- 
ing average debt cost at reason- 
able levels. Over the coming year 
equity sales are expected to be 
somewhat lower than in 1957, 
which should also contribute to 
the anticipated rise in share 
earnings. 


Rate Increases 


Higher construction costs and 
generally rising financial costs 
have forced many utilities to seek 
rate increases in 1957. During 
that year commissions authorized 
rate adjustments that will add 
about $35 million to utility reve- 
nues on an annual basis, and over 
$65 million are still pending be- 
fore the various state bodies. It 
is anticipated that applications 
for approximately $75 million of 
new rate increases will be sub- 
mitted this year in order to offset 
increasing costs and to provide 
an adequate return for invested 
capital. Because of the political 
nature of the regulatory bodies, 
however, the current recession 
has raised a number of problems 
for utilities seeking rate relief. 
There had been a notable trend 
toward easing regulatory stand- 
ards during the past year or so, 
but in recent months there have 
been incidents of more stringent 
regulation. For many years the 
Illinois Commission, has _ been 
considered to be one of the more 
reasonable authorities. Recently, 
however, Peoples Gas Light & 
Coke Company, a gas distributor 
in Chicago, was authorized a 
5.85% return on a rate base 
about 20% in excess of net in- 
vestment. In a 1954 case, the 
same company was allowed an 
identical rate of return on a rate 
base 30% in excess of original 
cost. Other instances of mod- 
erately unfavorable regulatory 
trends are contained in the han- 
dling of deferred taxes arising 
from use of rapid depreciation. 
Several commissions have or- 
dered companies to pass on to 
customers the difference between 
taxes paid and those which would 
have been accrued had the com- 
pany not adopted one of the 


THE MAGAZINE OF WALL STREET 








Behind the performers on 
even the simplest television 
show is at least one writer, 
producer, director, camera 
crew, prop man and engineer 
—to say nothing of the fantas- 
tic network of electronic equip- 
ment that transmits their 
efforts to you. 





there’s more to Cities Service 


than meets the eye! 


The newscaster who brings a summary of the 
day’s events appears alone on this screen, but be- 
hind him—unseen by the TV audience—are thou- 
sands of men and women who made his program 
possible. They include the people who designed 
and built the facilities of TV transmission, cam- 
eramen, technicians, script writers, directors, 
producers, newsmen throughout the world, and 
many others. 

Producing gasolene is like that. To provide the 
motor fuel which flows from pump to car requires 
a host of people who must find and produce the 
crude oil, refine it, test it in laboratories, trans- 
port it to distributing points, and finally deliver 
it to the station tanks to await the customer’s 
order to “fill ’er up.” 

In the case of Cities Service, one of the nation’s 
leading oil companies, all this required a capital 
investment of more than $179,000,000 in 1957 
alone. It is money well invested, however, for 
petroleum products are vital to modern living— 
second only in importance to food itself. 























methods of rapid depreciation. A 
number of states have followed 
this practice including Pennsyl- 
vania, New Jersey, Maine, New 
Hampshire and Missouri. Other 
commissions allow the utilities 
the option of adopting accelerated 
depreciation or continuing for- 
mer practices, but adjusting 
their rates for whichever method 
is used. The differences between 
accounts of companies allowing 
the benefits of deferred taxes to 
flow through to common share 
earnings, such as Consolidated 
Edison, and those which normal- 
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ize, such as Long Island Lighting, 
are growing sizable enough to 
create a definite problem of eval- 
uation for the investor. Should 
the tax law permitting rapid de- 
preciation be amended to exclude 
utilities, earnings of companies 
which do not “normalize” would 
in some cases be subject to sharp 
declines. Another factor cur- 


rently reviewed by the regulatory 
agencies is the reversal of inter- 
est costs, and many authorities 
appear to be somewhat less will- 
ing to authorize returns in excess 
of 6%. 


Most of the mineral 

and chemical wealth 

in Treasure Chest Land 
has never known shovel 
or drill — awaiting 
America’s next big 
industrial development 


Although more than 700 mines of all types are in oper- 
ation, the great mineral wealth of Treasure Chest Land 
is still virtually untouched. The same thing is true of 
the enormous stores of basic raw chemicals in this vast 
four-state area in which Utah Power & Light Co. serves. 


By the logic of circumstances — rich resources, grow- 
ing market, plenty of elbow room — America’s next big 
industrial development is already underway in Treasure 
Chest Land. It is worth your serious study. 


UTAH 
POWER 


6 LIGHT 
C0. 
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Detailed information 1s pre- 
sented in our brochure, “A 
Treasure Chest in the Growing 
West.” For a copy, write, wire 
or phone to W. A. Huckins, 
Manager, Business Develop- 
ment Department, Dept. 9 
Utah Power & Light Co., Salt 
Lake City 10, Utah. Inquiries 
held in strict confidence. 


i a 
UO Srowug. (Wat 


Coompaomy- 





Concluding Remarks 


Over the longer term, the com- 
bination of anticipated growth in 
sales, generally more efficient 
operation, and regulation no 
worse than has existed in the 
past, provides a basically favor- 
able outlook for utility earnings. 
On balance, growth companies 
may be expected to increase share 
earnings in excess of 8% to 10% 
a year, and companies which are 
growing at more moderate rates 
from 2% to 5% annually. For the 
month of January 1958, all Class 
A and B privately owned electric 
utilities reported a 5% increase 
in operating revenues and a 10% 
increase in net income. Prelimin- 
ary reports for February indicate 
there was no substantial change. 
With the prospect of somewhat 
lower fuel costs and less dilution 
over the coming year, share earn- 
ings should do relatively well. 
The following table contains es- 
timates of 1958 earnings for sev- 
eral of the more important com- 
panies and the percentage in- 
crease expected. 


PER SHARE EARNINGS 


Est. % 

Company 1957 1958 Change 
Florida Power 

& Light $2.98 $3.50 +17.5% 
Middle South 

Utilities 2.41 2.68 +12.0 
Florida Power Corp. 2.95 3.27 +11.0 
Oklahoma G. & E. 2.55 2.80 -+10.0 
Southern Company 1.65 1.80 + 9.0 
Southwestern 

Pub. Service 1.80 1.93 + 7.0 


Gulf States Utilities. 2.26 2.40 + 6.0 
Delaware Power 


& Light 2.77 2.92 + 5.0 
American Electric 

Power 2.23 2.30 + 2.0 
Southern Calif. 

Edison 3.12 3.60* +15.0 


*—Including rate increase recently authorized. 


The investor in utilities today 
still must balance prospects for 
growth, financial policies and the 
reasonableness of regulation in 
the area served. As growth is like- 
ly to accelerate over the long term, 
it is almost certain that substan- 
tial additional capital will be re- 
quired. When faced with the 
prospects of choosing companies 
that are now selling at 18 and 20 
times earnings and yielding 4% 
or lower, the investor must rec- 
ognize there is a short term mar- 
ket risk. Where the combination 
of physical growth, alert manage- 
ment and adequate rate struc- 
tures are present, however, cur- 
rent prices seem justified in some 
cases. —END 
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CINCINNATI: 
CONTINUED STORY 
OF SOLID GROWTH! 


For solid evidence of continuing growth: 


at the center of America’s industrial 
“Ruhr Valley,” consider just three of 
many significant signs: 

One: an increase during the last 10 
years of more than 250% in property, 
plant and equipment to supply this 
area’s electric and gas needs. 

Two: an investment of more than 
$260 million in new plant facilities by 
The Cincinnati Gas and Electric Com- 





of solid progress recently approved by 
Greater Cincinnati voters: slum clear- 
ance, street and sewer improvement, 
new expressway construction. 

Yes, Cincinnati’s solid growth has not 
only been a continued story... but is 
quite definitely, a continuing story. 
It’s not surprising is it, that the Cin- 
cinnati Gas & Electric Company, 
serving this great and growing area, 
has grown so solidly, too—maintaining 





The New Metals of Today 





(Continued from page 323) 


result in a satisfactory air-frame 
material which could withstand 
temperatures up to 1500 deg. F. 
The contract cost of a finished 
beryllium structure will be $75- 
$100 per pound installed, about 
four times as high as aluminum. 
There are problems ahead for 
expansion of beryllium produc- 
tion. The metal is obtained from 
the mineral beryl, which exists 
only in limited quantity in the U.S. 
In spite of Government subsidies 
for domestic production, mine 
shipments have been small and 
most oi the ore is imported. Proc- 
essing the ore to obtain the metal 
iS expensive and requires special 
precautions to protect workers 
from the toxic effect of beryllium 
compounds. Shares of Beryllium 
Corp. and Brush Beryllium sell 
on a high price-earnings basis. 
Cobalt has been a disappoint- 
ment as a growth metal. It now 
appears that the Paley Commis- 
sion erred in projecting consump- 
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pany in the last 11 years. 


Three: an impressive start in the last 
year on a quarter-billion dollars’ worth 


an unbroken 105 year record of con- 
tinuous dividends! (Current rate: 
$1.50 per year.) 


Serving America’s Industrial Ruhr Valley 
THE CINCINNATI GAS & ELECTRIC COMPANY 
105 years of unbroken dividend history 


tion at a 350 per cent rate of in- 
crease in the period 1950-75 or 
faster than the use of nickel. Con- 
sumption last year showed little 
change from 1956 and is likely to 
be considerably lower this year. A 
price increase is unlikely as world 
production, mainly from Africa, 
continues at a high rate, assuring 
adequate supplies. Meanwhile the 
main markets for the metal as an 
additive to steel, and for manu- 
facture of permanent magnets. 
show declines in line with the gen- 
eral recession in industry. 

The principal domestic producer 
of cobalt is Howe Sound. Its refin- 
ery at Garfield, Utah, produced 
about 10 percent less cobalt in 
1957 than the year before, reflect- 
ing less demand. Other producers 
were Bethlehem Steel and Na- 
tional Lead. Both these companies 
recover cobalt as a by-product in 
mining other metals. The added 
value of their cobalt recovery is 
almost negligible relative to the 
gross sales value of their other 
products. 

Research work on cobalt has 
been stepped up vigorously with 
about 13 companies in America, 
Europe, and Africa participating 
as members of the Cobalt Infor- 


mation Centre. A principal aim of 
this organization is to convince 
consumers there is no danger of a 
cobalt shortage and to persuade 
engineers to design toward cobalt 
instead of away from it, as they 
have been tempted to do in the 
past. 

The potential for rare earths is 
still here but there is little tangi- 
ble evidence that the hoped-for 
demand from the steel industry is 
near realization. An enormous 
amount of laboratory work has 
been done by some of the major 
steel companies in an endeavor to 
improve the workability of certain 
types of steel by the use of small 
quantities of rare earth oxides 
processed by the Molybdenum 
Corp. from its immense deposit 
of basnasite ore at Mountain Pass, 
Calif. This has been attended with 
some success and officials are 
hopeful. But it appears that much 
mere research is needed before 
orders will be placed on a ton- 
nage basis. 

Consequently the established 
markets for the rare earths today 
are limited. A long range research 
program to find new uses has been 
started by Batelle Memoria] Insti- 
tute. —END 
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What I Saw In Egypt — Sudan 
— Jordan — Israel 





(Continued from page 315) 


accomplished in the last ten years 
in this bitterly fought-over land. 
Coming down from the Judean 
Hills, one travels through beauti- 
ful man-made forests that did not 
exist thirty years ago. The old 
plain of Sharon is today one vast 
orange grove, dotted with rapidly- 
growing settlements. Some, such 
as Natanya, Afula, and Hader, 
have grown into fine modern cit- 


ies with a California-like atmos- 
phere. The people on the bus re- 
flected the strange melting pot 
that is modern Israel. The driver, 
an Iraqi Jew, was apparently dis- 
cussing politics with one of the 
passengers in Arabic. The couple 
sitting in front were speaking 
Polish, and the girl behind was 
reading a French novel. But 
sturdy Texan-like young people— 
the Sabras, who are Israel-born— 
all talked the new language of the 
land, Hebrew, revived after some, 
3,000 years. “Shalom” (Peace) 
was on everyone’s lips as passen- 
gers came and went. 





FAST THINKING BOILER-BRAIN. This high-speed automatic Blaw-Knox 
control panel master-minds a network of intricate circuits. They instantly 
detect, and correct, the slightest variations in the feeding, firing, or steam 
pressure of boilers at the Pennsylvania Electric Company's Seward Station. 


Electric power demand 

jumps 100% every decade— 
Blaw-Knox Automatic Controls 
help boost generating efficiency 


As the tremendous need for electricity doubles and re-doubles, 
steam turbine generators continue to provide the most economical 
means of producing it. But turbine, boiler, and boiler-controls 


must be more closely integrated than ever before . . 


. they now 


have to operate with higher and higher efficiency. And Blaw-Knox 
automated boiler controls provide the answer—for today’s power 
stations, as well as for those of the future. 

Blaw-Knox has an outstanding record for stepping up efficiency 
in plants, installations, and operations of many kinds. Perhaps 
we can help you in this way, too. If your company generates 


electricity, rolls or fabricates metals, or builds roads. . . 


if you 


deal with chemicals, processing or communications—you’ll be 
interested in our services and products for industry. Our brochure 
“This is Blaw-Knox” tells you about them. Write for it. 


BLAW-KNOX COMPANY 


1233 Blaw-Xnox Building © 3OO Sixth Avenue 
Pittsburgh 22, Pennsylvania 
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THE 


Economic Development of a Half 
Century Telescoped into a Decade 


One must indeed admire what 
has been accomplished in this lit- 
tle land of Israel, which ten years 
ago was a shambles—with little 
industry, agriculture largely un- 
developed, and immigrants pour- 
ing in. In 1948 the population of 
Israel] was about 650 thousand, 
today it approaches 2 million. 
Within a decade, the country ab- 
sorbed about 850 thousand immi- 
grants, integrated them into her 
economy, provided homes for 
them, and was even able—as in 
the case of the Yemeni and North 
African Jews—to raise their 
standard of living. Writing in the 
London Financial Times, Mr. 
David Horowitz, Governor of the 
Bank of Israel, pointed out that 
within a decade more people mi- 
grated to Israel than in the en- 
tire preceding history of the Jew- 
ish colonization of Palestine. As 
he put it, ““The economic task with 
which the state was confronted 
can be concisely defined in one 
sentence: to telescope an econ- 
omic development which should 
normally take about half a cen- 
tury within a decade — without 
causing inflation—and thus to win 
the race against time.” Apart 
from the problems resulting from 
immigration and the development 
of the country, the young state 
was also confronted with heavy 
spending for defense. 

The accompanying table, cov- 
ering the first decade of Israel’s 
existence, gives some idea of what 
has been achieved. During this 
period, industrial production 
more than tripled in terms of real 
value) despite a relative paucity 
of natural resources and almost 
comp_ete dependence on imported 
fuel. But the immigrants brought 
plenty of know-how and business 
initiative to their new homes. This 
explains why Israel has been able 
to build a highly integrated in- 
dustrial economy. It is the only 
country producing electronics 
equipment and petrochemica!s in 
the Middle East. The Kaiser- 
Frazer Pant in Haifa builds pas- 
senger cars and trucks with al- 
most 40 per cent of the compo- 
nents manufactured locally. The 
country is one of the leading ex- 
porters of pharmaceutica’s and 
cut diamonds. Great expansion is 
expected in the metal, textile, 
paper, chemical, and publishing 
industries. 

Agricultural development too 
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has progressed. The cultivated 
area more than doubled during 
the 1949-57 period, and the irri- 
gated area increased fourfold. 
Despite. the growth of the citrus 
industry—the chief foreign ex- 
change earner—and a population 
increase of 150 per cent, Israel is 
now able to meet some 75 per cent 
of its own food requirements, 
compared with only 33 per cent 
ten years ago. And, further, it 
expects to raise enough cotton by 
1960 to provide for all its domestic 
requirements. 

It is true that this accomplish- 
ment would have been impossible 
without imported capital: gifts 
from World Jewry, German repa- 
rations, grants-in-aid from the 
U.S. government, Export-Import 
Bank loans, and the investments 
of equity capital in Israeli enter- 
prises, all aggregrating some $2.7 
billion during the 1948-57 decade. 
But after all has been said, one 
must still admire the urge to work 
and the ingenuity of the Israeli 
people. As a passenger on a mod- 
ern diesel train speeding from 
Haifa to Tel Aviv, I saw the vast 
changes that had come to this an- 
cient land. But all the time, in the 
distance, I could also see the Ju- 
dean Hills to which the Arabs 
had retreated, and which remain 
a constant threat to Israel’s con- 
tinued peaceful development. 





The Glamorized 
Camera Stocks 





(Continued from page 326) 


nents, it has a graphic equipment 
division which, earlier this year, 
acquired the assets of the Tele- 
typesetter Corporation. Teletype- 
setter makes special equipment 
for the automation of the typeset- 
ting machines normally operated 
manually from keyboards. 
Current finances are none too 
strong, payment of dividends this 
year is doubtful, and the stock is 
speculative in character. Neither 
the company’s past record nor its 
present position provide much ba- 
sis for enthusiasm over the issue. 


Polaroid Corporation 


Photographic products ac- 
counted for 94% of Polaroid’s 
1957 income, making this the 
most completely photographic 
company of the group. Polaroid 
also has the most impressive 
growth record in recent years. 
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CONNECTICUT 


linking the metropolitan areas 
of New York and Boston 


FRANCHISE AREA OF THE HARTFORD ELECTRIC LIGHT COMPANY 


Areas of planned development in the Nutmeg 
State answer the needs of new or growing in- 
dustries. In Hartford, Stamford, New London 
and Torrington areas realistic and progressive 
attitudes toward sound planning and prosperous 
growth are shared on state and local levels. 


Telephone collect or write to the Area Develop- 
ment Department of The Hartford Electric Light 
Company, R. W. O'Donnell, Director, 266 Pearl 
Street, Hartford. Telephone: CHapel 9-5711. 


THE HARTFORD ELECTRIC LIGHT COMPANY 








RESULTS of the 
first three months 


1958 1957 
Sales: 
ESC oe a $10,250,139  $ 9,213,980 
Appliances and other merchandise..... 635,264 767,666 
Service charges and other income ...... 246,842 290,588 
11,132,245 10,272,234 
Costs and expenses: 
Cost of gas, appliances and other mer- 
a eae er ore 6,010,586 5,433,501 
Operating, selling and administrative 
SE co ci ckcbceceesnoncebewes 2,770,208 2,678.394 | 
OS ae rer 585,938 578,604 | 
A ee 290,103 271,840 | 
Amortization of contracts and deben- 
ner eee 39.898 48,847 
9,696,733 9,011,186 
Income before Federal income taxes..... 1,435,512 1,261,048 
Federal income taxes ................ 722,000  —_‘639,900 
RN es sh a cwtsertiasate $ 713,512 $ 622,048 
Income per Common Share (based on aver- 
age shares outstanding) ........... $ .48 $ .42 
PUNE INE IE onic oi ccd ansesnses $386,618 $455.793 
PEE AT NE le none pcidessassaas 164,146,000 144,309,000 | 


SUBURBAN PROPANE 


WHIPPANY 
NEW JERSEY 


GAS CORPORATION 


20 EXCHANGE PLACE 
NEW YORK CITY 
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Pacific Gas and Electric’ 


Company 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 170 


The Board of Directors on 
May 21, 1958, declared 
a cash dividend for the 
second quarter of the year 
f 60 cents per share upon 
the Company's common 
capital stock. This dividend 


will be paid by check on 
July 15, 1958, to common 
stockholders of record at 
the close of business on 
June 17, 1958. 


K. C. CHRISTENSEN, 


Treasurer 


San Francisco, Calif. 











Pullman 
Incorporated 


— 387th Dividend — 
92nd Consecutive Year of 
Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on June 14, 
1958, to stockholders of record 
June 2, 1958. 


CHAMP CARRY 


President 
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Secretary and Treasurer 
Boston, Mass., 








UNITED FRUIT 
COMPANY 


\ ey — 296ch 


Wey Consecutive 


Quarterly Dividend 

A dividend of seventy-five cents 

per share on the capital stock of 

this Company has been declared 

payable July 15, 1958, to share- 
holders of record June 13, 1958 

EMERY N. LEONARD 





May 19, 1958 





The self-developing or one-shot 
camera, on which the company’s 
business is based, made little 
progress in its first four years, 
1949 through 1952, but sales and 
earnings have increased by leaps 
and bounds since then, except for 


an interruption in 1954. Last 
year’s gain was 39% for sales and 
46°“ for net income, largely as a 
result of new and improved mod- 
els of the Land camera, combined 
with a widening of potential mar- 
kets by price reductions, made 
possible by changes of design and 
manufacturing economies. 

Polaroid is in a position to con- 
tinue rapid growth for at least 
another five years. The basic pat- 
ents on the Land camera do not 
expire until 1964. Meantime the 
company will have the benefit of 
a new plant for the production of 
picture rolls (the equivalent of 
film for the Land camera), com- 
pleted in August 1957, which adds 
150,000 square feet to the 30,000 
in the previous picture rolls plant. 

But Polaroid is not immune to 
business conditions. The drop of 
almost 20% in net income in 1954 
demonstrated that. Moreover, 
some new products may at first 
produce more expenses than prof- 
its. 

Nevertheless, we estimate that 
earnings may reach $2.00 a share 
this year. The stock, selling at 
more than 30 times this estimate, 
and carrying a negligible yield, 
involves a large price risk. Inves- 
tors willing to assume this hazard 
and exercise plenty of patience 
have an excellent chance of real- 
izing, ultimately, prices well 
above even the level now prevail- 
ing. 


Sylvania Electric Products 


Sylvania is an important part 
of the photographic industry 
through its production of flash- 
bulbs and its ownership of Argus 
Camera. However, other sections 
of the business, such as television 
and radio tubes and sets, and de- 
fense materials of an electronic 
nature, are more important. Pho- 
tographic products account for 
less than 10% of total sales. 

Last year, although Sylvania’s 
volume in cameras and allied pho- 
tographic products was “nearly 
equal to 1956,” consolidated sales 
of the company established a new 
high. During 1957 Sylvania intro- 
duced a miniature flashbulb which 
produces as much light as bulbs 
four times its size, particularly 


suitable for amateurs; also a new 
type of projection lamp which 
made possible more compact and 
simpler motion picture projec- 
tors. Scheduled for introduction 
this year is a compact, light- 
weight 8 mm. movie projector. 

Sylvania expects to increase 
sales from $343 million to about 
$400 million, largely as a result 
of more shipments of defense 
products. Although President Don 
G. Mitchell predicts improvement 
in the second quarter and much 
better results in the last half of 
the year, it seems unlikely, judg- 
ing by the poor showing in the 
initial three months, that full 
year earnings will top $3.00 a 
share. But the company expects to 
maintain the $2.00 a share annual 
dividend. 

The stock is currently selling at 
about the same level as in 1954 
when earnings were also in the 
neighborhood of $3.00 a share. 
Except for the vulnerability in- 
volved in the large proportion 
(25%) of defense business, this 
issue seems fairly priced and rea- 
sonably attractive, based on its 
wide range of products, its vigor- 
ous management, and its gener- 
ally good past earnings record. 


Technicolor 


The basic business of Techni- 
color is the processing of color 
film for motion picture theater 
use. It enjoys an excellent repu- 
tation and wide use, but has been 
suffering since 1953 from the de- 
velopment of large area screens 
and before that from the general 
decline in motion picture busi- 
ness. Earnings have been lower 
in every year since 1953, and a 
deficit was incurred last year. 

In 1956 the company began 
processing amateur color film, and 
now has laboratories for that pur- 
pose in both Hollywood, Calif., 
and New York City. Technicolor 
has also attempted to diversify 
into commercial lithography, but 
abandoned the project last year 
because of inability to develop 
sufficient volume. It is now ar- 
ranging for drilling for oil on its 
property in Los Angeles. 

The stock enjoys the doubtful 
distinction of having established 
its all-time high of 40 the first 
year it was publicly owned, 1929, 
and having never since sold for 
half that amount. There are al- 
ways speculative possibilities in 
any issue selling as low in price 
as this one, but we can discover 
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no solid economic basis for ex- 
pecting the stock to display sus- 
tained strength. 


Summary 


The results of our review of 
the photographic industry and the 
photographic stocks, then, are the 
conclusions that the long-term 
outlook for volume is still favor- 
able, but that competition and ris- 
ing costs are impinging on profits 
to an extent to make most issues 
in this industry indifferent in- 
vestments at best at this time. 
Many of them have discounted the 
improvement that can reasonably 
be expected for some time to 
come. END 





Where Does Textile Industry 
Stand Today? 





(Continued from page 329) 


evidence the first quarter may 
have absorbed the worst of the 
situation. 

Full year earnings, however, 
will probably fail to match the 
$2.21 per share shown in 1957, 
and in fact may fall as much as 
50¢ per share short of that mark. 
Nevertheless, the $1.50 annual 
dividend stands a good chance of 
being retained. For one thing, the 
company’s expansion prograna is 
now behind it, and heavy depre- 
ciation charges will serve to bol- 
ster the cash position. Moreover, 
working capital at $138 million is 
at a record high. 

An aggressive merchandising 
organization with capable man- 
agement and an excellent product 
mix, Stevens should be among the 
first to benefit from a_ textile 
upturn. 


Some Dividends Still in Jeopardy 


American Viscose presents a 
far more uncertain dividend pic- 
ture, although there are special 
characteristics that may protect 
the payments. The company is the 
nation’s leading producer of rayon 
fibers and yarns and the second 
largest manufacturer of cello- 
phane. 

Earnings of $1.65 per share in 
1957 did not cover the $2.00 divi- 
dend, nor does it seem likely that 
1958 earnings will cover pay- 
ments. In the first quarter for in- 
stance, which is usually a good 
one for the company, per share 
net plummeted to 13¢ a share 
from 85¢ in the same period last 
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May 15, 1958. 








This announcement is neither an offer to sell nor a solicitation of an offer 
to buy these securities. The offer is made only by the Prospectus. 


16,000,000 Shares il 
The One William Street Fund, Inc. | 


A Diversified Investment Company 


Capital Stock 


(Par Value $1) 


Price $12.50 Per Share 


(in single transactions involving less than 2,000 shares ) 


Copies of the Prospectus may be obtained in any State only from such 
of the several Underwriters, including the undersigned, 
as may lawfully offer the securities in such State. 


Lehman Brothers 
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145TH DIVIDEND 


A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Stock of C. I. T. FINANcItAl 
Corporation, payable July 1, 
1958, to stockholders of record 
at the close of business June 
10, 1958. The transfer books 
will not close. Checks will be 
mailed. 

C. JouN Kunn, 


Treasurer 
May 22, 1958. 











year. The figure was the smallest 
quarterly return in the post-war 
era. 

Nevertheless, earnings from 
operations are not the sole deter- 
minants of dividends. Viscose 
owns 50 per cent of Chemstrand 
Corp., a major producer of nylon 
and acrilan, and dividends from 
that company in 1958 may be suf- 
ficient to afford dividend coverage 
for the parent company stock. In 
1957, for example, Viscose’s share 
in Chemstrand’s earnings amount- 
ed to $1.97 per share of American 
Viscose stock. No dividend was 
actually paid by Chemstrand be- 


cause of bank loan restrictions, 
but earnings have become strong 
enough now to warrant renegotia- 
tion of the loan agreements. If 
this should occur in 1958 there is 
a good chance that the $2.00 divi- 
dend will be sustained. 

Celanese Corporation stock- 
holders will also have an uneasy 
year waiting for each quarterly 
dividend declaration. The com- 
pany is the country’s largest pro- 
ducer of cellulose acetate yarns 
and a growing factor in the chem- 
ical and plastics field. 

In 1957 sales gained a small 2 
per cent over the previous year’s 
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SUNDSTRAND 


SUNDSTRAND 


MACHINE TOOL CO. 


- 
DIVIDEND NOTICE 


The Board of Directors de- 
clared a regular quarterly 
dividend of 25¢ per share on 
the common stock, payable 
June 20, 1958, to share- 
holders of record June 
10, 1958. 

G. J. LANDSTROM 

Vice President-Secretary 


Rockford, Illinois 
May 20, 1958 














SS AMERICAN 
MACHINE AND | 
METALS, INC. 


58th Dividend 


A QUARTERLY DIVIDEND 

of SEVENTY CENTS per share 

has been declared for the 

second quarter of 1958, pay- 

able on June 30, 1958, to 
® shareholders of record on 
& June 16, 1958. 


Robert G. Burns, Treasurer 





figures, but net per share from 
operations came to only $1.11 
compared with $2.08 the year be- 
fore. (Reported earnings of $1.94 
per share in 1957 included tax 
refunds equal to approximately 
83¢ per common share.) The com- 
pany appears to have gotten off 
to a better start in 1958 with sales 
of $49 million in the first quarter 
compared with $47 million in last 
year’s initial period. Nevertheless, 
narrower profit margins are still 
restricting earnings. 

Maintenance of the $1.00 divi- 
dend in 1958 is also jeopardized 
by the absence of the tax refund 
that helped 1957 earnings. 


346 


Industrial Rayon, one of the 
most important manufaeturers of 
synthetic fibres, with an annual 
capacity of well over 100 million 
pounds of various textiles, has 
been particularly hard hit by the 
industrial slump. In the first quar- 
ter of this year ,the company had 
its first deficit period in many 
years save for the strike-ridden 
third quarter of last year). Sales 
dropped over 30 per cent in the 
March quarter, largely as a re- 
sult of the reduced output of tires 
for passenger cars, and net per 
share dropped sharply to a 13¢ 
per share deficit from a 50¢ profit 
a year ago. 

Sales of nylon carpets are now 
profitable for the first time and 
their future appears bright, but 
until industrial demand picks up, 
overall operations will be severely 
depressed. Early resumption of 
dividends does not appear to be a 
likely prospect. 

Despite the shakiness of several 
important dividends, and the like- 
lihood that earnings for most 
companies will be lower this year, 
the textile industry may be close 
to a turn-around. 

Even if a real pickup should re- 
sult later this year, better returns 
will have to await the 1959 fiscal 
year, but most stocks in the group 
are now depressed enough to dis- 
count any but serious adverse de- 
velopments. In the accompanying 
table specific comments on the 
most important textile producers 
should help readers to evaluate 
contrasting prospects for the 
various individual companies. 

END 





As | See It! 





(Continued from page 297) 


inflationary tendencies. 

The argument that raising the 
price of gold would enlarge gold 
reserves and thus support a larger 
volume of domestic currencies 
would soon be negated by an infla- 
tionary rise in currency supplies. 
As a matter of fact, the chief 


‘beneficiaries would be the major 


gold-producing countries — South 
Africa, and the Soviet Union. The 
latter is estimated to have an an- 
nual gold production of some $600 
million. Tripling the price of gold 
would greatly strengthen Russia’s 
foreign trade policy. 

Official Washington, both Re- 
publican and Democratic, is dead- 
set against tampering with the 


A 


does not preclude the possibility 
of adjusting the gold content of 
the dollar as an anti-recessionary 
measure should such a step be- 
come necessary. At this point, 
however, devaluation of the dollar 
in terms of gold would create a 
general confusion which might 
easily destroy confidence in all 
currencies of the free world. 
Marking up the price of gold as 
a commodity, simply because other 
commodity prices are rising. 
would only destroy the usefulness 
of gold as an international stand- 
ard of value. Similarly, the use- 
fulness of the dollar as an inter- 
national currency, a backing for 
other currencies, and as a means 
of settling international accounts 
would be impaired. Much more 
would be gained by maintaining 
the stability of the dollar. This, 
of course, cannot be achieved with- 
out sound fiscal and fiancial poli- 
cies at home, and without some 
sacrifice on the part of U.S. 
citizens. END 





The Cost of Labor Peace 
in the Steel Industry 





(Continued from page 309) 


Steel has never used price cutting 
as a competitive weapon. It might 
seem presumptuous to describe 
U.S. Steel’s competitive policy in 
a single phrase. But if there were 
such a phrase... it would almost 
certainly be “Live... and let live’. 
And in following this policy, U.S. 
Steel has shown far greater judg- 
ment than its ill-informed critics, 
who can not see the massive com- 
petition that has been going on, 
and is, in the steel industry. 

We are of the opinion that there 
is no possibility that U.S. Steel 
will lower prices, as so often sug- 
gested. And while absorbing wage 
increases without raising steel 
prices in July would not be as cat- 
astrophic as cutting steel prices 
would, on the other hand the dif- 
ference is only one of degree. 

Consequently, we are of the 
opinion that U.S. Steel should, and 
will raise steel prices in July. And 
those analysts who insist it is not 
sound because of the reduced de- 
mand for steel may be missing the 
real point. The advance in stee, 
prices which we believe will hé 
posted in July is not the result « 
capacity demand for steel. Rathe: 
it is the “cost of labor peace”. . 
and therefore seems warranted. © 

Because of the three year pac‘ 


price of gold at the moment. This which the steel industry signed 
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154 Points Profit on 4 Stocks at New Highs in May 








—Our American Chicle has just hit a new 1956-57-58 peak of 
"fi 7934 compared with our buying price of 4334 ‘Y 


—Our Pacific Gas & Electric recently advanced to a new 1957- 
58 high of 573% from our purchase recommendation at 334 


—Our Reynolds Tobacco B has just reached a new 1957-58 
top of 78—up from our buying advice at 55% last year | 


A —Our American Tobacco attained a new 1957-58 high of ) 








873, against our buying price of 77% 











SOUND PROGRAM FOR 
1958 


A FULLY ROUNDED SERVICE 
For Protection—Income—Profit 


There is no service more practical ...more 
definite ... more devoted to your interests 
than The Forecast. It will bring you weekly: 
Three Investment Programs to meet your 
various aims... with definite advices of 
what and when to buy and when to sell. 


Program 1 — Top grade stocks for security and as- 
sured income with excellent apprecia- 
tion potentials. 


Program 2 — Special dynamic situations for sub- 
stantial capital gains with larce divi- 
dend payments. 


Program 3— Sound stocks in medium and lower- 
priced ranges to be recommended at 
under-valued prices for substantial 


gains. 
rojects the Market . . . Advises What Action to 
Take . . . Presents and interprets movements by 


Industry of 46 leading groups comprising our broad 
Stock Index. 

Supply-Demand Barometer . . . plus Pertinent Charts 
depicting our 300 Common Stock Index . . . 100 
High-Priced Stocks . . . 100 Low-Priced Stocks; also 
Dow-Jones Industrials and Rails from 1950 to date. 
Technical Market Interpretation . . . up-to-date data, 


earnings and dividend records on securities recom- 
mended. 


Telegraphic Service . . . If you desire we will wire 
you our buying and selling advices. 

Washington Letter — Ahead-of-the-News interpreta- 
tions of the significance of Political and Legislative 
Trends. 

Wee'ly Business Review and Forecast of vital hap- 


penings as they govern the outlook for business and 
individual industries. 








Mail Coupon 


Pea subscribers are still making money despite the 
erratic market... and as you can see these securities are of 
a quality to bring ease of mind during troubled times and to 
provide a good, secure income. 


Our monthly audit showed that for all 16 stocks carried in 
our weekly bulletins— profits of over 335 points had accrued 
from our original purchase prices. Our stocks currently fall 
into two principal categories: 

(1) High grade issues among tobaccos, utilities, food, 
banking — which provide security with assured divi- 
dends. They may benefit further from easing in money 


rates. 
(2) Leaders in missiles, high-energy fuels, rocket en- 


gines. electronics... prime beneficiaries of our revital- 
ized defense program. 


Our success in meeting the challenge of the difficult 1957 
market was outstanding. We were virtually alone in advis- 
ing sulscribers to “salt down” handsome profits in May and 
July ...to increase cash reserves to 52°. just before the 
major decline got under way. 


Subscribers know that we will advise them just how long 
current Forecast stocks should be retained... and WHEN 
and WHERE cash reserves should be reinvested as excep- 
tional new investment values emerge. 

ENROLL NOW — STRENGTHEN YOUR ACCOUNT 
Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our coming recommendations when we 
give the buying signal. 











Joday THE INVESTMENT AND BUSINESS FORECAST 
e of The Magazine of Wall Street, 90 Broad Street, New York. N. Y. 
Special Offer I enclose [) $75 for 6 months’ subscription: [] $125 for a year’s subscription 
(Service to start at once but date as officially beginning 
MONTHS’ $75 one month from the day you receive my payment.) 
SERVICE SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: () $1.00 six_ months; OO $2.00 0 Telegraph _me collect your Forecast rec- 
“ Vv. ONTHS’ one year in U. S. and Canada. ommendations . . . When to buy and 
2 . 125 Special Delivery: [ $7.80 six months; when to sell . . . when to expand or con- 
SERVICE C) $15.60 one year. tract my position. 
RSE SSRI SRS RN eee te ene rs Se Re epee RN een Ee MN AEE eR Taree Remeron 
omplete service will start at RRS bee. Le aid Pas. 
we but date as officially be- City 
janingonementhiremthedey | “~~~ Bs eh ee ants oih nati ooh dar caren dab ages pe Ti nctomeniia tees 
cour check is received. Sub- State “— ee nsnibull nie sabsinbapeshacehasentnanenes ‘ eine caboarsniniane ee regenerator ap uci 
iptix Your subscription shall not be assigned at ist up to 12 of your securities for our 
Sedu 2 ‘bl. : oe era ae any time without your consent. initial analytical and advisory report. 





SPECIAL OFFER—Includes one month extra FREE SERVICE 
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PHARMACEUTICAL PRODUCTS FOR 


THE MEDICAL PROFESSION SINCE 1838 


Laboratories 


The Board of 
Directors has de- 
clared the follow- 
ing quarterly 
dividends, payable 
July 1, 1958, to 
shareholders of 
record June 6, 1958. 





- 45 cents a share 
onCommonShares. 





« $1.00 a share on 
Preferred Shares. 


Consecutive 
Quarterly 
Dividend 





May 21, 1958 / North Chicago, Illinois 


- 


FEDERAL PAPER BOARD CO., Inc. 
Common & Preferred Dividends 


The Board of Directors of Federal 
Paper Board Company, Inc., has this 
day voted the regularly quarterly divi- 
dend of 50 cents a share on the com- 
mon stock, payable July 15, 1958 to 
holders of record July 2, 1958. 
In place of the usual dividend of 
2834 cents a share on the 4.6% Cum- 
ulative $25 par value Preferred Stock, 
the Board declared two separate divi- 
dends, both payable September 15, 
1958, Holders of record June 27, 1958 
will receive 434 cents a share and 
holders of record August 29, 1958 
will receive 24 cents a share. The 
split dividend was declared to pro- 
vide for the new preferred stockhold- 
ers expected to resule from the merger 
with Federal Glass Company now 
pending. 

ROBERT A. WALLACE 

Vice President and Secretary 
May 23, 1958 
Bogota, New Jersey 





YALE & TOWNE 


Declares 281st Dividend 
37'2¢ a Share 


On May 28, 1958, 
H 





dividend No. 281 
of thirty-seven 
and one-half cents 
per share was 
declared by the Board 
of Directors out 
of past earnings, 
payable on 

l July 1, 1958, to 
S pp stockholders of record 








Vice-President and Secretary 


THE YALE & TOWNE merc. co. 


Cash dividends paid in every year since 1899 














348 


with the U.S.W. in 1956, there 
have been no steel strikes for two 
years, and there will be none this 
year. Major steel consumers have 
not been compelled to buy and 
carry huge inventories of finished 
steel to protect themselves against 
steel strikes. Quite the contrary, 
they have been able to reduce their 
steel inventories to the lowest lev- 
els in years, and to operate almost 
on a hand to mouth basis. No way 
exists to figure how much steel 
consumers have saved by the steel 
industry’s three year labor pact, 
but it seems safe to say it is in the 
millions. 

The “costs of labor peace” in 
the steel industry have indeed 
been high, but peace in this indus- 
try is about as important as in 
any industry, and steel consumers 
have just as big a stake in it as 
U.S. Steel, if not bigger. They 
must carry their share of the cost. 

Notwithstanding this, it shapes 
up as a vexing July 4th holiday for 
Mr. Blough, for he must sign the 
paper that will touch off the fire- 
works. What he decides will of 
course be important to stockhold- 
ers of U.S. Steel, his first consid- 
eration. 

But how vitally important it 
will be to stockholders of Pitts- 
burgh, Sharon, Detroit... and to 
their employees. One could wish 
that Mr. Blough were made of 
steel, but of course he is not. —END 





What Floor Under 
the Recession? 





(Continued from page 303) 


notably business spending for 
plant and equipment, and con- 
sumer demand for durable goods. 
In both these markets there are 
clear indications that the first 
postwar decade has substantially 
refilled supplies in these areas, 
after the drought of the depres- 
sion and war years; a change of 
gears, to a slower, less frenetic 
pace was in the offing, and recov- 
ery in both these areas is likely to 
be slower than in the two preced- 
ing postwar recessions. It may be 
noteworthy that in both these 
markets debt financing of pur- 
chases plays an important role; 
the absence of debt creation in 
these areas is being replaced by 
federal debt creation, as budget- 
ary deficits are transferred into 
the form of new public debt. 
Unless this description of the 
current situation is far wide of the 





mark, the most salient present 
feature of the recession is the tre- 
mendous rate of inventory liquida- 
tion. Most analysts find this rate 
evidence of an inventory adjust- 
ment that should be complete be- 
fore the end of 1958, and it is 
probable that the rate of liquida- 
tion will abate before the end of 
the year. If so, the current level of 
business activity is very near the 
floor—the floor set, in the main, by 
the supportive role of govern- 
ment, which is now running a 
federal deficit of perhaps $7 bil- 
lion (at a seasonally adjusted an- 
nual rate). State and local gov- 
ernment deficits raise the annual 
rate of deficit in the government 
sector as a whole to well over $10 
billion, which is approximately 
the current rate of inventory 
liquidation. 


A Note on the Price 


If the activity of the govern- 
ment sector is responsible for the 
floor under the current recession, 
it is perhaps worth a concluding 
paragraph or two to note the price 
we pay for the stabilization we 
get. It has often been noted that 
we ask conflicting things of the 
American economy: (a) that it 
grow at a rapid rate, and (b) that 
it operate consistently near full 
employment. Attempting both 
these things at once becomes, in 
time, self-defeating, and it seems 
quite probable that the national 
growth rate—its long-term trend— 
has already been seriously affected 
by a decade of concentration on 
full employment. The tax rates 
necessary to maintain the govern- 
ment sector at its present size 
seriously dilute incentives to pro- 
ductive activity; and the infla- 
tionary pressures that develop 
when markets (and particularly 
the labor market) are pressed to 
forced draft—place an incalcula- 
ble, disproportionate premium on 
speculation, as opposed to produc- 
tive activity. National progress 
remains the privilege and respon- 
sibility of the gifted few; and 
dilution of incentives, to purchase 
“security” for all, is bound in time 
to reduce the national economic 
momentum. While government 
may place a floor under recession, 
it seems able to do little to guar- 
antee that the economy will come 
off the floor with healthy vigor. It 
is in this area that some of the 
most pressing problems for the 
national economy now appear to 
lie. —END 
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IMPORTANT MESSAGE...To Every Investor 
With Securities Worth $20,000 or More 


Al merica is squaring off for the next round 
in the anti-recession fight! In the months 
ahead, every security you own may be affected 
—favorably or adversely. 


You will want to sell or avoid issues likely 
to be hit by the wave of dividend cuts or omis- 
sions—the companies whose first quarter earn- 
ings will shock shareholders — the stocks that 
will bear the brunt of selling pressure 


You will want to buy and hold the excep- 
tional opportunities that emerge in every pe- 
riod of industrial transition—the companies 
that will get the bulk of defense and public 
works contracts—the prime beneficiaries of 
the amazing strides being made in scientific 
and industrial technology. 


With business and security prices in the 
throes of adjustment to new conditions, you 
have much to gain from Investment Manage- 
ment Service—which has successfully aided 
investors in markets of every type to protect 
and build their capital and income . . . looking 
to future financial independence. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advuntageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1958 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any speciai invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
‘rum your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








J ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee... and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MacazinE oF WALL Street. A background of fifty years of service. 


$0 BROAD STREET 


NEW YORK 4, N. Y. 














He’s making sure 
the tomatoes 
taste good 


The tin coating on food cans does not have to be 
thick—but it is important that it be evenly dis- 
tributed to give sure protection for the contents. But 
how can you measure and inspect a coating that’s 
almost as thin as a shadow? 

U. S. Steel does it with the unique X-ray gage you 
see in the picture. A beam of X-rays is directed at 
the tinplate. The rays penetrate the tin coating and 
cause the iron atoms in the steel base to fluoresce and 
emit X-rays of their own. As these new X-rays 
emerge from the base, they are partially absorbed 
by the tin coating. The X-rays finally leaving the 
tin are measured by a geiger counter and this reveals 
the amount of absorption and, therefore, the coat- 
ing weight. 

Research work like this is one of the factors that 
accounts for the consistent high quality of all types 
of steel made by United States Steel. 


USS is a registered trademark 


United States Steel 









